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VIA AIRMAIL

The Office of International Corporate
Finance

Securities and Exchange Commission
450 Fifth Street, N.W.

Mail Stop 3-9

Washington, D.C. 20549

U.S.A.

Ladies and Gentlemen:

SEC FILE NO. 82-3648

Re: Techtronic Industries Company Limited
" Information Furnished Pursuant to Rule 12g3-2(b)
under the Securities Exchange Act

On behalf of Techtronic Industries Company Limited (the "Company"), S.E.C. File
No. 82-3648, the enclosed copies of documents, are submitted to you in order to maintain
the Company's exemption from Section 12(g) of the Securities Exchange Act of 1934 (the
"Act") pursuant to Rule 12g3-2(b) under the Act:

(1)  The Company’s clarification announcement, dated September 3, 2004,
published (in the English language) in the China Daily and published (in the
Chinese language) in Hong Kong Commercial Daily News, both on
September 6, 2004;

(2)  The Company’s announcement regarding a major transaction: The proposed
acquisition of companies comprising the Milwaukee, AEG and DreBo
electric power tools and accessories businesses of Atlas Copco AB, dated
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August 30, 2004, published (in the English language) in The Standard and
published (in the Chinese language) in Hong Kong Economic Times, both
on August 31, 2004;

(3) The Company’s announcement regarding results for the period ended June
30, 2004, dated August 12, 2004, published (in the English language) in The
Standard and published (in the Chinese language) in Hong Kong Economic
Times, both on August 13, 2004;

(4)  The Company’s interim report 2004, dated August 12, 2004; and

(5)  The Company’s circular regarding US$140,000,000 Zero Coupon
Convertible Bonds due 2009, dated July 6, 2004.

The part of the enclosed documents that are in Chinese substantially restate the
information appearing elsewhere in English.

We would appreciate your acknowledging receipt of the foregoing by stamping and
returning the enclosed copy of this letter. A self-addressed, stamped envelope is enclosed
for your convenience.

Very truly yours,
PN
Simon Luk '

Enclosures

cc:  Techtronic Industries Company Limited

HAAINADR\A9056\0001\31sec.doc
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ver since the handover, and
]Eespecmlly during the long

recession after the Asian financial
crisis, the chief executive, government
officials, academics, think tanks as well
as media commentators have been on.2
constant search for o way to reflate the
Hong Kong economy o its old glory,

Al the same time, ¢conomic integration
with

the mainland  has gathered
momentum. With the signing of CEPA in
mid-2003, Hong Kong is moving shead in
thu dnecuen atfull speed. It is hopcd lhal
g-up of the
markcl only ta Hong Kong and Macao will
give a big boost to the upgrading effort of
our traditional edonomic pillars.

This strategy “works. The most visible
improvement is, of course, our tourist
industry. Jt is estimated b3t 20 million
tourists from the mainland will come
and visit us this year, bringing in a1 least
HKS$100 billion to our economy. This is
only the beginning, and we are going to get’
more with the opening of the Disneyland

theme park in Lantau [sland next year. All*

the famous brands have rushed to open

shops here (o grab 2 share of this big money.
-And our legendary local éntrepreneurs

bend down and p.
Unfortunately we have pot attnined

* this happy state yet. Eved one day in the
near future, when we arc there, bappiness .

will be short-lived."If nothing clsz, fierce
compelition among ourselves will force
us oot only to upgrade, but also to
mnovale And once we seriously start 1o
inbovate, we are going to eater the rzalm
ortramrormnuon

This process is now in its very advnuced
stage in the banking sector. The number of
retai) branches is shrinking fast. Aod for
thése that escape the fate of being closed
down, they have all undergone a facelift.
The Iayout is completely different. There
are fewer tellér counters, and in their place

are partitioned work stations. They are |

pow much more than public cashiers, but
have transformed themselves into ﬁnancnai
supermarkets, selling finandial instruments
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Archers hit
the target as
traditional,
wholesome
role models

By Paut b{umny

theammurphy@hotmsll.com

Many solutions “have been put  will definitely not let go of this lucrative " from forex; stocks to insurapce. You can
forward, from moving in all dlrecuons to ‘opportunity either. still‘call this an vpgrading exercise for en Chingse American teonis
on high-tech No doubt, Hong Kong will soon becomie . Hong Kong hnpmpcmdunm 1nurummdmmm, namely, toorism, financs, logistics and trade banks, but it looks every. bit more like 2 statr Michael Cbang was asked
and fioally it seems (o have boiled down o world centre of fashion, jewellery,  serdoes. ALEPHOTO  traosformation to me, They are doing why there are 50 few Asian or

ta two directions. One is to upgrade the
current core competence, and the other is
to transform into other areas.

Currently the upgrading schoo! appears
to have seized the slage. The 2002 budget
set the tone by reinstating the four pillars
of our econamy, nemely, tburism, finance,
logistics and 1rade services. These are our
traditional industries, and there is nothing
aew.about it. All w¢ can do is 10 upgrade
them to thake ourselves more competitive,

Onpe important sector which s

" conspicuously missing from the picture is

the renl-estate mdusx?' as nobody wants
it 1o be the driving force of our future.
economic development. This has become
(he official line of the government ever
since,

- cosmetics, watches and wrcnay =I:c(m;\us

With this buoyant and seemingly insatiable
demand, our shopping facilities, food and
beverage industry, and hospitality sector
will soon alse be world class. This will
certainly attract more visitors, not only
from the mainland, but from all over the
world. Success breeds success.

Hong Kong is-already the rex:onal
financial centre- with a very strong
infrastructure, We arc-given s head
start to establish strongholds before our
compelitors are allowed to land on the
beach. Now that our banks and insurance
companies are allowed 1o have the 31 bite
of the mainland cherry, this additional
nourishment will no doubt make us even
stronger. Economies of scale bring with

them strength and muscle, and soon the .,
financial landscape will be improved”
beyond recognition.

Previously we were neck and neck m
competition with Singapore in this region.:

. Now we can tell the Singaporeans 10 eat.

their hearts out.

South China is beoming, and set to
Yecome the factary of the world. The gros(-
of logistics is doubling every six years, Th#
newly launched “9+2” (ramework is an!
2dded bonus, Now all our neighbours
are pushing us to enlarge our capacity
and-improve our facilities, and theré:is
absotutely no worry about demand for the
_ mext decade or so. Forced by Clrcumslancu

we simply cannot but upgrade. We are naw
No | both in container cargo und air cargo,
and we will keep these positions for a long.
time to come. We wilj lead the world, and
there is no doubt about it.

Last but not least, withall the other three
pillars in top shape, the derived demand fof

- trade services will rise rapidly. Weare golnz
to excel.

To conclude, now that the course is set,
with econamie integratian, upgrading will
come naturally. The government does not
have to-plan and invest, and we do.not.
have to do it consciously. It is a no-pain,
and effortless strategy. Money is constantly
. showering oo us, and all we have to doisto

things more efficiently, but at the same
‘time they-are also doing different jobs, or
doing the same jobs differently.

The fourtraslunalss pillacs
are like big trees, They were on Lhe verge
of dying it a tong drought, and-it.was
barren everywhere.around them, Now
with a new favourable environment;
trees will renew their vitality, Unnoticed
in the undergrowth some ‘small trees are
springing up. Soon they will be tall and
some old tress will witber and die. Hong
Kong is now at the jnitial mz: af such a
lransformauon

The autha is a delegats of the Chinse People’s
Political Cansultative Canference and & political
affoirs commentatos,

hese -

As merican athletic role models, he
replied: “1 thiok in Asian houscholds,
education is streased a lot more than
athletics, That-hag'chagged quité.a bit:
now beczuse parents Bave itirted to
realize you need to be well rounded:”
Cheng'scomment, reportad in Newsweek
in October 1998, sounds strangely dated ip
the wakechQma ‘simpressive nchieverents
at the' Athen$ Olympics, but right on the
mark for 1ndia, which took only.a silver
in sbooting, Going back to the autuma of
1998, in the Asian Games, beld in Bangkok,
Chins reaped the largest pumber of medals,
while India only secured e bandful.
There arcvanious reasons for the spoiting
difference between the twa giants of Asin
and one of them is cultural. Back in 1991,
the New York-bosed newspaper. India

Estate Duty should

T oo Fmancn:l Servncuumd-ﬁhe

demonstrate how much income and how
many jobs will be generated, and | s not
in the position 1o argue that these benefits
will be minuscule.

My case for retaining the Estate Duty
is based on both equity and emcuncy
grounds. Pechaps mare paradoxically, I
argue that retaining the Estate Duty is good
for manifesting the b:neﬁl; of capitalist
and minimizing its ills.

_ . Why is the Estate Duty eg itable?

Ttis sometimes argued that ifincomesare

seif reliance

be retained for benefit of HK

of this benefil. On the "Abiljty to Pay
Principle”, since they are now assuming &
huge estate - Hong Koog exempts the first
HKS$7.5 million of an estate from tax — they
ate ready to pay the Estate Duty with liule
real burden to speak of. Finally, the Estate
Duly is actually an.imporiant ingredient
of a fair capitalist
system that believes.in
fair competition-and

Cau -cupitalis

“alreddy taxed, taxing 2 vings
fair because it

not bilitw

worst enemy of capitalisro. There are plenty
of them and they are undermining the
capitalist system with their huge political
influence and unfair tactics. Among-the

recommendations of these authors is the

use of inheritance taxes to break up family
dynssties,
. The second ‘book,
- entitled Perfectly Legal,
was written by prize-
winning New York
- .1 Times repocser David
CayJobnston: Iridras a

ve and

more tax advaniages, but international tax
competition ultimately wilt ot benefit any
of the jurisdictions, but these who rightly
should bear more of the tax burden.

1f the inheritance tax should be retained,
should we raise it? | would actuallyargue for
raising the inheritance tax if four conditions
were realized, -

The first condition is that the state isable
to provide the best education to those who
are deserving even when parents canot pey
forit.Thatis to say, when chikdred tdaget
as much and as good an educahon a9 they
degerve, without bemg yvuu

~Abroad, when ing on the, poot
performance of Indig’s athletes st past
OIyums, Dpoted thal 1ndian women were
at @ distinct disadvantage because of dresa
codes and physital taboos,

China's women, by contrast, donot suffer
from such handicaps. In this way, China's
modern outlook isa key factor {n iLs greater
success oy athietics.

‘The success of China’s women touches
on the age-old theme of tradition versus,
modernity. China's progressive appronch
on women Bbas bengfited the country in
atbletics, but along the way other vatues
feil by the wayside, I'm thinking of archery,
which for well over two thousand years,
gomg back to before Confucius, was an
lmporllnl military and cultural pursun
in Ching. Archery was sidelined in ihe
toventicth cemury w the extent that China
lost a venerablatradifion.

South Ksrqn, by contrast; cling n o lte
archer)?r kills, hotohing up an irpressive -

UTreasiiry Bureau to taxing - -in-afres-lunch The:

Estate'Duty Review Comuluuon
Document in response lo demand
" mostly from bankers and others in the
finencial sector - for a repeal. | would
argue that the Estate Duty should be
telained as a matter of principie, not only
in Hong Kouag, but in all jurisdictions.

First of all, we have to admit-that there

- may indeed be a case for sbolishing the

Estate Duty on the grounds of global tak
competition.

Abolishing Estate Duty may enbance
Hong Kong’s attraction as a centrg for
managing assets and particularly for
private banking That will generate some
mcome nnd jobs. No’one is now able to

incomes twice — when-they are generated

. and after savings have been accumulated.

I do not disagree with this argument.

NET D

Lllum)nnlmg subtitle,
The Covert Campalgn
to:Rig Qur Tax System

The baneficiaries of an estate
are getting a free lunch since

heneﬁclanex of an
estate are getting a free
lunch since they have

However, it is necessary Lo peint out that oot earned it.

the Estate Duty is levied only after the
income caraer has deceased. The Estate
Du(y has not taxed the income earner twice.
it is only tevied op the beneficiarics of the
estate. The beneficiaries of the estate have
not EARNED the estate.

The beneficiaries of the estate need Lo pay

the Estate Duty on three grounds, On the
“Benefit Principle”, since they benefit from

the capitalist system and the protection of

private pft J:eny more than anyone else,
they shoul pay more for enjoying more

Two recent books
provide valuable insight
oo this subject. The
more recent of these is
_Saving Capitalism from the Capitalists,
by Raghuram Rajan and Luigi mgnle;,
Crown Business. The authors teach at the
University of Chicago School of Business,
which is well-knawn for being 2 bastion for
capitalism and the market. They argue that
capitalists who go against the principle
o('falr competition and fair play are the

they have not earned it.

to Benefit the Super Rich
- and Cheat Everybody
Else. He argued that
the super rich can gow |
“sheller” almost atl their
incomes from the tax man with perfectly,
legal “tax shelters”. | do not think it is an
honorable thing for Hong Kong to provide”
mare shelters to the super-rich, even though.
Haong Kong should rightly be comumitted to
- capitalism in principle and in practice.
t may be true that Hong Kong could
bem its competitors by offering meré and

pockets unhm pumnts

N is that

in the market placeis fairto nllplnyers The
third condition is the availability of a social
safety bet to assist those who suffer from
misfortunes, The final condition is that the
governmentis an efficient one and provides
Bood value for taxes coliected.

Because we cannot say we have achieved
all these conditions, 1 would prefer NOT
to raise inheritance taxes. But for the
important principles as explaioed above,
we should not abolish them either,
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P\dlvlew Court, 32 Pomn HU Road,

Licence in respect of Club
Lositago. st 23/B-27/F., 16 le House St.
Central, Hoeg Kong, Any person who
any reason why this shoutd

00t be grantod should send 4 written 20d
tigoesd suemeat of the facts to the |
recary, Liquor Licensing Board, 8/F,

2 MRAELERRZEMTAER
LER 1Y £ J-LL:8 T-Fd.2 8

the Liquer Licensing Board for cansfer-and

Hogel 152 Conasught Road West, Hoet

Kong with estorsement of bar & botel, Acy

person who knows any reasoa why this
reaswal should not be

abould send u writies 10d sigoed saeemeny
of the facts to the Sectetary, Liguor

Sizun Prizs Winoer (10)
Saventh Priza Winses (10)  Tickes Nov.

* Wiaaen will NOT be noufied uy-nuly
Eoquiny Hoding; 7710-6468

0XL3. 034757, Meaa
74299, m”« presity Hen it

pmducts at the very beginning.
Astoservices, (8 sectors wercgwenaccess
. w the mainland at the beginfing, Then last
* month eight more sectors - includingairport
secvices and entertainment — reccwed the
N same treatment.

Meanwhile, the central goverament
i¢ preparing to ease and streamline
procedures for mainland private business

“.policy, Hong Kong finds it rather difficult
+ o maintain both job vacancics and earning
fevels of those jobs in labour-intensive
industries, particularly in the construction
and manufactunng sectors,
The situation may worsen due to the
. ?

-Both An Min, vi

of
and Financial Secretary-Henry Tanghave
confirmed the positive effects of CEPA

tevel ovans Kong'slabour
force.
Governent statistics in 2002 indicated

aged workers, it is advisable for the |

SAR government to follow Singapore in
developing such schemes as a Free Trade

States in 2003. It has been negotiating FTAs
with Mexico, Austratia, South Karea and
soroe others, If Singapore can, why" canl
Hong Kong?

With CEPA and the “9+2" Fan-Pearl
River Delta regional co-operation
framework, Hong Kong has been io n
better pasition. Time is now ripe for Hoo
Kong to cxplore FTAs enid CEPs with lbe

Llosacs o 021894021895

recofd of achievements st previoud
Olympics,

[o the Athens archiery events, it picked
up the gold and silver in the womcn:
individual, and the gold in both the men's
and wornen's team events. China meazged
asilver ip the women's team, while Chinese
Taipei took the sitver mme men'steamand
the bronze in the women's team.

1would like to see China excel in this field.
1 believe 100 that archery i3 a sport where
Hong Kong could shine. Chiel Execu(lve

Tung Chee-tiwa pledged last week to raise

the profile of sports in the city. What betwr
place to start than with archery?

I have varjous reasons for setting my
ughu on this particular sport. [ value
it because it falls under the category of
traditional Asian pursuits —offering gresat
opportunities (o encourage fine role modets

auempt a revival of such folk pursuits?
Whatever the case, the athietic
achicvemnents of China are in such sports

introduced cricket to young blacks in the
Brons, in the hope that it would keep them
out of gang culture and crime. He was
concerned that American sports, such as
football, were too aggreasive and leading
the ybung astray.

Later in that decade, n few others
followed suit, 8 campaigner for the homeless
in Los Angeles setting up & cricket team in

worthwhile traditional values in China,
Compare it to soccer, and you huve the
phénomenon in Japan of Nakata Hidetoshi
golcd top soccer star in 1§97 by the Asia

ootball Confederation) who dyed hu hmr

‘-orenge. -

L“n. vh.a Mueicipal Services H . on economic recovery and employmem that among the Hong Kong population  outside world. cnrne-plnguad Compton, ;
Biilding, 225 Henoessy iad. Wanetai, | | Licensing Doard, BIF, Lockhan Rowd. . improvement in Hong Kong. .7 ,aged 15 or above, 52 per cent have an :| 7 Worldwide, soceer nets the title as the
Hong Kong within.14 days from the date Road. Wanchal, Hm' Kong within 14 days Concurrently, theHongKonggovernment  education below Form Three. Of those with Tne auther s an ‘honorary consultant of the China | ‘most populur sport, although it doesn't
of this Dotice.” trom the dae of aonounced that the local economy surged ’anabove-high-school education, only 13 per Law Otfice, &'taw firm under the ausoices of the uite win the goel of serving as a role mode!
Date: 6 Sepeamber, 2004 Due: GSewwmw 2004 I2.] per cent in the sccond quarter = a  cent had I!cqulred university degrees. For Ministry, of fustice of the PRC. ? or the young. While soccer.produces such
. : . i . high-apirited players as hael Owen,
- other stars like David Beckham' pay lip-
3 service to.styles of dress and atlitudes very
much rooted in a less attractive culture.
LES.) \ Without dw;lhnx on Bcckhsan\;lll dubgus
,behaviour duriog the 199 orld Cup
SummerZOM Lucky me Pmmo(lon A.nntruncemenl match, onc n:cds‘only point to 0ccer
Rasults as fotiows; * hootiganism, which has cast its shadow aver
:A.::\:‘:m—(l)m Z’;tiié lbgrilpon forhm;r; (h:; four decages
lane: B 21 is why | boned in on archery as'a
Pl i i ! pursuit that could hit the target in reviving N

{
4
MAERRRSUBRRAHTZ| (FREXNFHRERRA2SABRE X and investment to Bow into Hong Kong. Afca (FTA), Close Economic Partaership | as runsing, table tennis, swimming ) !
AMASTRTMRERY - WRKNSF RO EY - - Despite all the good news, Chief (CEP) orNew Age Economic Partnership | and gymnastics, These are ail forms of - i
A% 2004570 A 68 ] BB 200489 A6 H . he Closer Economic Partnership = Executive Tung Chee-hwa coted that  (NAEP). athletics that serve to underline the noble A :
7 . Arrangement (CEPA) many Hong Koog people have yet to Singapore set up its first FTA in 1993, In | ideals on which rest the foundations of 1he 3 |
APPLICATION FOR RENEWAL OF | APPLICATION FOR TRANSFER AND - between Hong Kong.uaad xhc enjoy the full benefits of ccanomic growth,  the 2lst century, it.has been striving hard | Olympics. A
- CLUB JJOUOR LICENCE RENEWAL OF LIOUOR LICENCE maialand is a “living agreement”.~ Unémployment rates are still high, and  to achieve various FTA, CEP and NAEP The same is true of. cricket, the '
N B For trade in goods, a total of 1 097 - average earnings of ordinary workers are beyond ASEAN, of whicHiti§ ¥hember. It { most popular sport in South*Asia, and
CLUB LUSITANG Esland Pacific Hotel products have now been given preferential “*Heclinin formed CEP with New Zealand in 2001 and | #till regarded by many us u civilized,
“Hotios is bereby givea that My, SO Nw‘;“g’:;;y gl: that WONG, Ho Yin . treatment. They cover nearly all goads " -Because of globalization, international NAEP with Japan in 2002, It established | “gentlemanly” pursuit. o 1990 interviewed
Hebrique Antogio-of FlarF, 2let R Sho 12, Hunghom, Kewioon i soptylag © made jn Hong Kong; compared x-(1xh 273 'competition and government expenditure  FTAs witllhe EU in 2002 and the Usited | & Jamaican entrepreneut in New York who
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Tiger Airways puts
$9 trips on runway

Budget flyer sharpens claws in region’s
no-frills sector with cheap getaways to
Thailand as rivals prepare to compete

M AVIATI0
Agenties in Singapore

Tiger Alrways, Singapore’s newest
budget airline, launched a price
war yesterday, offering return
Qights to its three maiden Thaf des-
tinadons for just $82 (HK$9.10).
Although the discounted tickets
are promational fares, the rates un-
derscore the fast-rising competi-
ton in the region’s no-frills sector
even as more rivals are set to Gy,
“We have clearty proven that we
are serious about being the Jow-
cos1 carrer,” sald chief execudve
Patrick Gan. “Tiger Alrways Is deliv-
ering on its promise of low fares.”
The new airline, which will
launch its first flight 1o Bangkok on
September 15, is an offshoot of na-
tonal flag-carrier Singapore Alr-

5.

Its shareholders include the
Ryan family, founders of leading
Irtsh unt carrier Ryanatr, and
Termasek Holdings, the Singapore
govermment’s investment arm.

Tiger sald one-wa;

apply during its week of

flying to Bangkok, the southem city
of Hat Yai fom September 22, and
Phuket from September 28.

Al three destinations are highly

popular among tousists.

A spokeswoman for Tiger Alr-

881 fares "

ways said return legs on those
routes could be booked for the
same sum. The cheap tickets must
be booked online, and do not in-
clude fees for airport charges and

The promotional rate covers
about 30 per cent of the seats dur-
ing the nitline’s first week to each of
tts thres destinadons; the remain-
der will go for between 8840 and
$140.
The popularity of low-cost alr
avel has started to mushroom in
Asla In recent years, belatedly
matching the rapld growth in the
Unlted States and Europe.

Malaysia's AlrAsia has made the
most aggressive start and operates

a growing network of domestic and
internatonal routes. Its Thal unit,
Bangkok-based Thai AirAsla, will
go head-to-head with Tiger Alr-
wavs.

in Stngapore, low-cost Valuair
started flying in'May and it also
serves Bangkok, as well as Jakarta
and Hong Kong. Australia’s Qantas

Ajrways plans e Singapore-based
discoum airline by the end of the

Tlgex Alrways says it will serve 10
destinatons by the end of its first
vear, and will add a further five
routes in the second.

Tiger Alrways ofBcials are confi-
dent of turning {n profite in the first
year of aperations.

“Tiger Alrways expects to carry
some 200,000 customers by [the
end of this year], and to be profit-
able within jts first year of opera-
dons,” the company said,
Associated Press,

Agence France-Presse

EASYJET SPREADS WINGS IN NEW EUROPE

Easylet, Europe’s second-blggest low-cost airline, sald it would start
serving the capitals o!EﬂonLn and Latvia, adding Tallinn and Riga to its
nion

nm U
Fllyus between Tnll.lnn end Berlin Schognefeld Alrport would bcgn

on October 27, services linking

Tallinn with London Stansted

siart on November 1, and a route between Riga and Berlin Schoenz[ald

would apen on November 18, the En

new services from Rigo and Tallinn

-based elrline . “These
o how serlous we are about

expanding in Lhe reglon,” chief executtve Ray Webster sald. “This is just

the

EasyJet and lurge.r competitor Ryanatr want to benefit from
increased travel between western Europe and the 10 mosdy eastern

Buropean nations that joined the EU on May 1.

Bloomberg

i ~
Tiger Alrways chairman William Franke (Left) and ehief axocutive Patrick Gan,

Photo: Bloomberg .

Court clears way for mega-merger

& BANKING
Reuters in Tokyo

Japan's Supreme Court ruls

terday that troubled bank UFI
Holdings can pull out of a deal to
sell its trust business o a smaller ri-+
val, cleaxinit.he way for a full take-
over of UF] by larger Mltsublshi To-
kyo Financlal Group (MTFG),

The court rejected an appeal by
Sumitomo Trust & Banking, which
had agreed in May to buy the trust
unit from UF}. The ruling also
comes as a blow to Sumitomo
Mitsuj Financial Group, which Is
secking to take over UFJ for lwself

an

merger with MTFG, a union that
would create the world’s biggest
bank with US$1.7 trillion in assets.

The decision endsamonth-long
legal batde that began when UFJ,
the smallest and weakest of Japan’s
Big Four banks, announced it was
secking a merger with second-
ranked MTFG.

UF]J reneged on the trust-unit
deal with Sumitomo Trust to open
the way for a full unlon with MTFG.

Sumnitomo Trust, which {s affil-
ated with the Surnitomo group of
companles but is separate from
Sumitomo Mitsul Financial Group,
abjected to the cancellation, saying
the May it exclu-~

and has
bid for the bank.

The allows UFJ to include
its trust business (n the proposed

y gave
sive negotiating rights to UF)'s.trust
bank unit .

Inis ruling, the Supreme Court

noted reladons between UF) and
Sumitorno Trust had broken down
and gaid the chances of the two
banks successfu]ly concluding o
deal were Ion
It added that while Suraitamo
Trust may seek compensation from
F), UF] cannot be forced to pur-
sue a deal against its will,
Sumitomo Trust won an injunc-
tion from a Tokyo court prohibiting
UFH] from negotiating with MTFG,

- but that injunction was overtumed

by the Tokyo High Court. Yester-
day's Supreme Court ruling af-
firmme e High Court's declslon.
Analysts said the unprecedent-
ed publlc tug-of-war over UF]

. marked a shift towards more ag-

gressive competition between
banking glants.
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Techtronic Industries Co. Ltd.

orporsted In Hang Kong with fimijed Jlability)
(Stock Code 1 869)

MAJOR TRANSACTION

THE PROPOSED ACQUISITION OF COMPANIES COMPRISING
THE MILWAUKEE®, AEG® AND:DREBO® ELECTRIC POWER TOOLS
AND ACCESSORIES BUSINESSES
OF ATLAS COPCO AB

Finsncial Adviser to the Company
3 UBS ™
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INTERNATIONAL DIGEST

SONS OF GWALIA APPOINTS
QUTSIDE MANAGERS

Sydney: Sons of Gwalla, the
world's biggest supplier of
tantatum, has appointed outside
tnanagers to reach
mgreement with creditors and may
sell 115 gold mines {n Australia.

A review found a “sertous
deterforadon” in Sons of Gwalia's
gold reserves and resources,
ralsing concemn about whether it
could suppty metal it

commltted o sell, the Perth-based

to pay A$348 million (HK$1.9
billion} to settle its gold h:dgng

negotadons with Seoul
Sncurluas, said an officfal at SK

on June 3! rks, which is handling the
sale Douw Jones
SO RM
TO BUY SK SECURITIES FOURTH FOREIGN BANK
ul Se a South LICENCE [N IRAQ
Korean-based brokerage Baghdad: Iraq agreed to give an

controlled by international
financier George Soros, yesterday
said it ended talks to buy SK
Securities ag the two companies
could not iron out differences,

company sald. In a filing with the Financial
A n up y Service, Seoul
was not d by rities said ft
all creditors. with SK Group, 2 major
Sons of Gwalia's shares have shareholder of SK Securities, due

fallen B7 per cent from a rocord [n
May 200] as production declined
and costs increased ax its gold
operatons.

“The market's concern on
some tme has been that th
company’s reserves don't seem o
be mineabie dus to high costs,”
said Gavin Wendt, a rzwun:e.x
analyst at Intersuisse. “When
company has large hedge-! book
oomrrl;l;'nenm this Is & major

Sons of Gwalla would have hdd

to differences over the terms of
the sale. It did not elaborate.

Late last month, Seoul
Securities signed a memorandum
of understanding with SK Group
ta buy SK Securities, & smnll
broke:ag:

SK Securitles has been put up
for sale by SK Group and creditors
as part of the'group's
restructuring plan ennounced last
year, SK Group owns about 51 per
cent of the brokerage.

“There won’t be further

operating licence to Arab Banking
Corp, its fourth permlt to a foreign
lender this year; as [t seeks to
build up financial services to
boost lending and job creation.
Bahrain-based Arab Banking,
the largest Arab lender by assets at
the end of last year, had to open e
Baghdad branch by December 31,
the same condition az that faced
by HSBC Holdings, Standard
Chartered and National Bank of
Kuwait, the other approved
intemadonal lenders, sald Kevin
Wotlfleln, a United States banking
adviser to the Traql finance

The Central Bank of Iraq also
approved licences (o lragt
investors for the creation of seven
mote banks next year, taking the
number of domestc private
lenders to 26, Mr Woellletp sald.
Bloomberg
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INTERIM DIVIDEND
The Bosed of Dircctors of the Company has resolved 1o pay en interim dividend of
HK20 cents (2003: HK 18 cents) per share for the tix months ended 30 June 2004, The
dividend will bo paid on § October 2004 (Wednesday) to shereholders whose nsmes
appear on the Register of Members of the Company on 10 Sepiember 2004 (Thursday).
CLOSE OF REGISTER OF MEMBERS
The Register of Members of the Company will be closed from 27 Sepiomber 2004
(Monday) o 30 Sepiember 2004 (Thuraday), both days inclusive, doring which period no
trunsfes of sharea will be effected
In order to qualify for the interim dividend, all ransfera accompanied by the relovant share
certificaies must be lodged with the Company's share reginrar, Secretaries Litnited of
28(F, BEA Harbour View Centro, 56 Gloucester Rosd, Wanchsi, Hong Kong by 4:00 p.m.
on 24 Septamber 2004 (Fridsy).
BUSINESS REVIEW, DISCUSSION AND ANALYSIS !
1 am pleased to announce (hat the Group's unaudited consolidated profit for the six
months ended 30 June 2004 was approximately HK$930.06 million, representing an
increase of approximately 89.2% compared 10 the rame period last year. 1t tlso set s
record high for balf-yuer profits since the Grouph eatablishment and fisting. The growth i
proflt was mainly dus to o remarkable increase in the profis of the Group's businass
during this period, paricatarly for is comsurmer products business in which salcs increased
with i

y carnings
Internationa) Corporation (*SMIC™) recorded continaed growth in its results, and in
March, it was successfully lisied simultaneously in Hong Kong and the United States.
Earnings par share were bround HK98.1 cents, an increase of approximately 86.0%
campared 16 the same period last year. The profit for the period, 1fier dedutting the
excepeional items totalling spproximately KX$509 million rotating to the information
technology business, was spproximately 102% higher than in the corresponding period
Jast year, excluding from tast year’ profit an afiertax compensation of HK$280 million
ceceivad from disponal of fixederensm investment projects, The Board of Dircciors has
rasolvad 10 recommend the payment of n intzrim dividend of HK20 conts per share on
6 Octoher 2004, 10 sharcholders whose names appers on the register of members af the
Company on 30 September 2004,

INFRASTRUCTURE FACILITIES

Over the past yewr, the Group and s
portfolia, which curreatly consists mainly of toll roads, water services and pont facilities.
All these projeccs possess great potentiat for further developmenl, and they are expecied
graduslly to build Jong-ter, steady und substantisl sources of income and cash flow for
the Orowp. Nel profit from its infrastructure facilities businesses during the first half of
2004 was wpproximataly HK364.59 million, around 6.0% of the Group's net business
profir®.

Toll-Rosds

Thia has beea the first year since the Group began operating the Shanghai Hu-Ning
Expressway Ml Section). Duing the period unds ey review, the Group smoothly took
over opefating rights and relatad sissots for this section of e Expressway, while snsuring
the smaoth flow of tafflc and ita orderly opsration. Moregver, the Group successfully
managsd the flow of mffic during the peak Lunar New Year snd Ching Ming Festival
seasons, and also sdopted efiective messures 10 ensure smooth and safe raffic flow on the
Shanghai Section while the operator of the Jiangsu Section undertook widening works in

June. Toll-fee income resumed increase oves this period. In general, the section opersted
satisfaciorily during the first half of 2004. Vehicle flows increased significanty compared
(o the first haif of the previous year, 8 period that saw boif the SARS sutbreak and
pavement repair end construction works. Toll-fee income rose steadily, totatting
approximately HK§102.49 million during the period berwesn Jaonary and June, an
increase of approximately 39.3% over the samp period tast year. Meanwhile, approximatety
8.38 million vehiciss passed nlong the section, aboui 46.4% more than that in the first half
of last year,

‘Water Services

The opening up of the water services market in China hes crested good oppormunities for
investors. The Group seized these opportunities and entered the water utility sector st
year. Its joint-veniure company has schieved & remarkable presence in the marker during
the few shon months since it commenced formal operationt lart November. A profasions!
invastment team has been esublished, and il is participating in water services invesiment
projects in & aumbsr of citles. The company has also won tenders for three projects.
Negotiations are currently underway for & sewage treatment plast with a daily capacity of
300,000 cubic meires in the north of Nanjing City. In May, the joint-venture company
entered into an agreement with the People Government of Bengbu City, Anhui Province,
1o mequire, for & consideration of RMBIS5.55 million, a 60% siake in Bengbu Water
Supply Compiny Limited, which has a water production capacity of 400,000 1onnes per
Port Facilides

In recent years, the Shanghsi port had seen ropid growih in containgr ihroughput,
becoming mainlaad Chins's Iargest container part términal, ind the third largest 'in the
world, This has created favourable conditions for the Group's Shanghai Pudong
Waigaoqiao Container Terminal Phase One Project, During the period under review, tha
terminsl s throughpul totalled 1.10 million TEUs, an increase of spproximately 10.1%
over Lhe same period last year, while ils net profit grew by approximately 11.9%
HK$160.86 million,

During the period under. review, the Oroup further optimised and realigned the structure of
its infrastrucrue business portfolio, in line with lts decision to terminats lts Savestments in
logistieseretated businesses and exit the EAS Intermationsl logistics project. 1t reachod 3
consensus about this with its PRC pantner and signed a sharshoiding tansfer agreement in
late Juns 2004, The Group has been reimbuzsed for ity entire investment in the project,
which is the Hobg Kong doflar equivalent of RMB20S million.

MEDICINE

During the periad under review, the overalt operstions of the Group’s medicine business.
maintined continued solid growth. 1ts rurnover of HK3607.04 million was an increase of
appeoximaszly 6,0% over the same period Mt year, This business contribruted a net profit
of HK$86.74 millian 10 the Group, spproximetely B6.6% mors than that ‘for the
carresponding petiod lest year; and is accounted for approximately B.1% of the Group's
total et business profit®, The growth in its tamover sowsd down, eaainly because of
chanife in the product certification of its key Chlnese medicine, “Qingehunbao Aatis
ageing Tableu”, from “Jian" (haalth supplement product) th the national drug “Zbun"
(drug) cluliﬁcnum This policy required en adjustment in‘sales channels for the product,
resulting in & temporary fall ln sales. Afice the adjustment period, product seles are
expectad to pick up again gradually.

The Group took active measuren to restructure i medicine business. Following its
acquisition of & siake of approximately 56.634 in Shanghai Industriat United Holdings

(Incorparated in Hong Kong under the Companier Ovdinance)
{Stock Code: D363)

2004 INTERIM RESULTS ANNOUNCEMENT

Co., Lid. 20 A-shera listed company in mainland China, the Siaie-owned Asseis
Supervision and Administration Commission of the Stste Council approved 1be tansfor of
srate-owned shires to the Group. Tn March, the Group afso acquired & 55% staks in
Lisoning Herbepex Pharmaceutical (Group) Compasy Limited for RMBBS million. The
company's principsl product ~ “Rupixia Tablets™, which kre u1ed 1o trest fibsocystic
discrse - it now ranked among the Group's top five pharmscouties) products.
Chinese Medicine and Health Food .
The Group maintaingd steady growth in its Chinese medicine 1nd hesith food businesses. Sates
revenue during the first bulf-year ta HIXS600 miltion. Among it3 various proprieary
Chincse medicines, candiovascular drugs schieved the highest sales 1otal, amounfing 10 mors
than HK$200 million. Sales of its Nlagship product, “Shen Maj Injections™, increased by
approximately 13.5% compared to tha same period fest year; whilt sates of “Xinhuang
Tablels”, an sntibjotic and anti-inflammatory analgesic drug. increased by nearty |7%
‘compared W the same period 185t yess, As for the Group's health food producy, saes of
“Qingelumbe Beaury Capsules' lotalled HKS49.40 million i the {ire ix months of tis year.
up approximately 50.6% on the ame period last year. Sales of “Qigehunbac Yong Zhen
Tablets™ toafled HKS19 million betweea its Launch fast September and the end of Jume. The
sales promects for this product are promiting. Sales of “Qingehumbas Anti-ageing Tableis™
todalled HK$169 anitlion, & decline of appraximatcly 19.8% compared & the same period of
(he previous year, dus 1o changes in ins sales ehaancls.

Biomedicine
OF all tho Group's medicine businessss, biomedicine potsesses the greatcel potential for
fumre Research and pment of genctic engi making ese of

adenovirus drugs to coraban fumours have been ongaing for five yearz, sad they ere making
satisfaciory progress. Phase 111 clinical trials for this product have bsen completed. 1t is
expecred to be cenified as a Staze Class One New Drug by the State Faod and Drug
Adminiszation, and production will cammence within this year, Phase T clinical tials for the
H103 projet to cure the spread of rumoury cammenced; whersas mechanism research for
the H102 project to cuse liver cancer was completed and various pre-clinical experiments are
e underwry. The “SunGran™ gene medicine, which bas aiready been launched, recordsd
saies of kpproximatsty HK$4.20 million during the first balf year, represcatiog an incroase
of approximately 22.8% comparsd to the same period Jas year, This produst helps 1o
increase the number of white blood cells in eancer patients afier chemothersphy end
radiotherapy.
Medics] Equipment
MieroPort Medics! (Shanghai) Co. Lid. (“MizroPort™, & company eagaged in producing.
interventional therapy equipment such 2z beart cathrters and Krents, recorded an increase
of approximsiely 1.2 folds in sales, compared to Iba same period Iast year, Applications
for wial production of pewro sient and adrta stent grats for use in openation were made
during the period under roview; and thess products are expeciad o receive cantification by
the third quarter of this year. The first generation of the "Firebird™ brand of drug stent
products was granted certifieation for il production. MicroPort thus becams the first
munufserurer in China to obtain a registration ezrtificate for drug stent products, In May,
Ouuks of Japan bocarne the major shareholder of MicroPort and xuch move will enhance
market expansion for retated products, During the period under roview, Guangdong
Biolight Medical Technology Co. Ltd. commenced the formal aparation of its new Zhuhai
manufsctuming plast. Sales of the monitoring apparanas product series totafled apprasimately
HK$9.95 milkion during the first belf yeac.
Chemical Pharmsceuticals
Shanghai Suave Pharmaceutieat Co., Lid. (“Sunve Pharmacsutical™) acticved & sales
tevenve of HK$173.25 million during the first balf of 2004. Sales of its key finished
pharmaccutical products, “Sunveton” Capsules and “Wei Shaxin™ Tablens, were both
* ratisfactory, and approximately 38.5% higher thas that in the same period last year,
Among Suove % scven major raw product categories, its
rulfa product serins achieved the best sales performance, with ssles revenue of more than
HI$27.90 million for the first balf-year. Moreaver, Sumve Pharmaceutical’s multi-function
miai-production lins was completed during this and commenced fonme) operations
in April. This production [ine is infeadad to cbtain GMP secrsditation, and to produce
stnall valumen of high value-added products to mest market needs.
CONSUMER PRODUCTS
Consumer spending in mzinland China i growing sroagly, and bations] purchasing power
continues o cise. Thess factars, together with ‘roerduad in Hong Koag s retal)
fmarket and the increasing number of tourists from maisiaed China, bave croated
tremendour opportinities for the consumar products market The n{nh\p
Group's sensumer products businessés, inciudiag tobadeo and prini “prod
and sutomobiles and parts, grew steadily during the first balf of 20 2004, Their overe n
profit amounted ta approtimately HKS360,69 mitlion, an increase of around 30.5% over
the seme period lust year, and they socoupted for approxizately 33.7% of e Group’ net
business profit®.

INDUSTRIAL HOLDINGS LIMITED

Tobseco and Printing

The sgonamic eavironment has improv.
world; As a result, tha sales of the On
satitfactory rerolis in tha firat basf
HK$865.01 milllon, which is 2 subsia
period lest yeer, Nat profit amounted 1
wround 87.1% over the same period la:
Ching, Taiwan and Singspore, and in re
into the Karesn markel, achieving ir
cigsraniea. Salea in Southoast Asia aacc
butineas. Works commenced on Phase
euring April. The entire projoct it scbes
©verl businass performance of the
during the period under review, with 1
HK$234.71 million, around 17.4% ma
Proflt margin was approximataty 37.43
Net profit rone 1o approximately 1K
57.64 compered to the seme period s
compusies in mainland China 8140 gre
Denggpian waa completed t the and o
facilities wers installed and graduslly -
printing bugineas is expacted 1o mainl
yeus,

Datry Products

Despita a elight slowdown in the grow
58 wall as intense price competition
continusd 1o maintain dowble-digit g
sales revenue and pet profi, During th
Dairy™ achieved sales of HK$3,054.2
ihe sams periad last yeae. Net praf
HK$42.73 million, wp by around 15.3%
Jisrning Deiry, a joint-vennure project »
cammenced formal eperations during
production bases for thermostatic pri
abundani miik supply. I June, Brigh
Internstional Paper Company, a US<bi
milk in China, During the period undes
seven categaries, including two speci
“Bright Sloeping Milk™. Those fwa 6
tho merket sipee they wore introduced i
Automobiles aod Parts

The mate’ implementation of micro-e
natomobils and paris industry in maink
the sactor during the furst Relf of 3004.”
410 manefacturing nd sales have ron
muinland Chins, ted by Shanghai Volks
in an effort to boost sales and reduoe
Grouph member companizs in Shanghy
o o downturn in fts profit margins.
companies, including Shanghai Hui
Shanghaj SUC Transporution Electric +
and Juns, However, they il schieved ¢
million, eboul 15.1% more then that 1
carnings of around HK$$1.44 mittion |
about 14.2% more than that in the same
estures wilt fusther impact the Giron
months, their effest is likely 1 b ruthar
INFORMATION TECHNOLOGY
Semiconductor Manufacturing
Inveeuments in PRC integrated circu
Despite Nucruations n the growth ¢
orodustion capacity for wafer mapufl
mackar demand, Ahus offoring Ueens
enjoyed fapid business grows. In
Hong Kong snd the Uniled Statos, A to
from the new shares ixsurd under the Gic
Kong Hang Seng Feoefioat Maintund tn
nrgest phareholder in SMIC, The Grow;
proft of approximatety HKS559.44 milli

The Board of Dirsctors of Shanghsi [adustrial Raldings Limited (the “Company™ s
pleased to aonouRce tat the wasudited consotidatad financia) stemeats of the Compaay
and its subsidiarics (the “Group”} for the six months ended 30 Juoe 2004, togetber with
the compantive rx;mmzoo:\ are ot out belows ot

CONSOL[DATED [NCOME STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2004,

Six monits sided 30 June

CONSOLIDATED BALANCE SHEET
AS AT 30 JUNE 2004

30 June 31 December
2004, 2007

- HES'000 HES "G00
(onaudited) "~ (audited)

Noa-Curreat Assets
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sritais jialy eonmoiid seiits avd s
PHC (ncoms tax. for & Aumber of yeary,
5x e e oty e casal o 4 g
= PRC Income ux chargm are arrived 11 ofter ¢
Lo 10% 10 33W.
" biisesas "

2003 final dividead of HK33 oenis
Q003 inal dvigends M0 sent] pa shac
dirmcion have driurminsd bt uy
gyl Soprimne
iy, hose msmes 3ppesi on tha Meglste
Esrmags P Shary
Too calutnion of 0t b ad g el
o0 the feliowing data
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Ivesthent property 36900 L 1690
Proparty, plast and equipment 1.368,613 1,198,019
Toll road operating right 1,803,755 1,841,082
Goodwill PlasrT | 286736
Interest in jointly contralled enticies _ § 22 2133051
Laterest in associatss | 3725621 3210651
Lavestments in other projocts £1,001 87,709
Livestnents in securitics T518,456 584971
Loans receivable . 5,043 15,043
Depasits paid on mquumm ofprvpeﬂy i
plaat and equipm; 38,045 ;29,014
. Eogon 10" 9350268
Clrrem Assets . e g
" foventorfes 1 aaz12¢ 303,500
Trede and other receivables HTa332 B9, 144
Iavestments in socizrities 812,252 [REXIIEN
Pledged bank deposits 39,157 41,762
Bank balances and cash 45,012677 3,313,041
Eakadis
fpasosa - 1msass
. Curront Linbilities .
Trade and other.payables 765,208 - 395,594
Taxation pryable 187380 116,240
" Shor-term bank snd other bormowings 909,450 819,945
*1.3&1’ 035 ' 1331779
\5 525507 6397409

Net Carrent Astets

. aséu-n 15,743,675 N
Capital and Reserves - : N e g = ey
Stare cxpital 94.575 et o oo vt . .
Reservos 14,396,265 hera nangen . R e
slald o )
15,313,400 14,490,840 o o i i -
e e — Tl S5LE%
Minerity lnwron_: ansis 380,934 2] rnmn.-D»n % e
Non-Current Li o : ;
Lengvlsmbu:.ku\d other bcnvwmxs " 83089 500,000 -
Dofrred taxation | . 71270 71,901
! 1302389 871,901 " .
R Lo!lvnln.wanlolm plast Mom
16537,297 - Gain e dispoea) of ivesancntsi§ Wit 1+

: |5,i43.s7s

The lntarim sl fot tha bilf-yen 0 gune 7004 i
sccordunce wih Suataement of Auditiog sty 700 “Bagapecrveis 1 review interi
oo id by Biand. Kotk Sosiie of Assesaise, by Delpe Tosehe Tobmaun, vhom
ot rmvlew repor o inlodhd e i epen 2 b o 0 rarboles

2004 2003
Notes HES000 HKS'000
(onandited) *  (unaudited)
Tursover : 3 L 1652465 1463289
Cont of sales (733,166 (549,238)
Grots proftt ‘870,299 914,051
Tavesment income 89,886 8210
Other oporating income 7,001 12,395
" Distribution costs 386,521) (302,544
Administrative exponses (179,601} (157,656
Other Gpedating enpenset * (151,462) (4,057)
Profit from operations . 4 349,512 513,399
Finanbo sons ) (18,256)
Share of rewulis'of jointly controlled enitics .. 90,69% 91516
Stare of results of wsociated © - 115,399 54,254
Net jalm on disposal of intarests .
in'mibsidiaries, associnies and
Jointly coatrolled entitics 638,59 25200
Allowance for imount dua from
s jointly controlled gntity 33376} * (22,950),
Impsirment 14ss recognised in cespect of
goodwill relating 16 5 jointly controtled entity (113,386) -
Profit Erom ordinary activities
befors taxation (R T 643,283
Taxaton 5 (160.560) (92.109)
Profit befors minority interests - 1 389,38 51,474
Minority iaterssts (58.157) (59.686)
Net profit for the period . 930,087 493 408
Dividends 6 303,465 280,908
E——
Berings per ehare 7.
~Bsic . . HKSS.1cents  HKS2.5 oents
_—— e
= Diuted HK$7.2cents  HK32.4 cents
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Techtromc Industries Co. Ltd.

(/ncorporared in Hong Kong with limited liability)

Announcement of results for the period ended 30 June, 2004

Highlights
2004 2003
HK$ millien [ HKS$ million Changes
Turnover 6,724 4,815 +39.7%
Protit fot the period 299 2i1 +41.8%
Earnings par share = basic (HK cents) 22,49 16.28 +382%
Interim dividend per share (KK cents) 4.500 3.625 +24.1%

The Board of (iectors are plessed 1o snnounce the unaudited consctidated resutis of the Company and its
subsidiaries (ine “Group*) 1or 1ne kix Moning ended 207 Suns, 2004 togather wich the Compartive figuras in
2003,

Interim Dividend

The Outectors recormsnend an interim divigend of HKA.300 cents per share (2003 Interim dividend: HK3.625
cents), The interim divdend will be peki 1o thasehoiders listed on the register of mambark of the Company on
177 September, 2004, It s expecied (nat the Intesim dividend witi be pokd 0n or about 30% September, 2004.

Management's Discussion and Analysis

TT) continued 1o detiver record reautts with iong Derormanca across all divisions in the Tiest helf of 2004, Tota
Group lurnover for the peicd undier review was RKSE,724 milion, an Increass of 39.7% over the same parid of
2003, Not orofit rose by 41.8% (0 HK$299 miBion. Earnings per share grow 38.2% to HK22.49 cents. The Board
is racommending an vitarim dividend of HK4,500 cents, a1 compared with HK3.625 cents t ne Inferim of 2003
whan acjusted fof the stock spil.

We 1acarded high doubla-Gigit revenue growth scioss il ines of business 8nd in st geographic markets, This,
2gain, demonstrates e Group's teading position in ine hame Improvement industry. Ouf 3uctess has been
riven By o abillty 1o datvar [Anovative new products and high impact marketing programmes, caplialislng on
TT1's biabie of wefleCognised DIands #nd providing ou! Customers with Nigh quaity products and sarvices,

During the slx months Lnder raview, we had fwo mejor business developmants, Firally, we have s30ed and
integrated the Ryool Brand for tha ouldoor praduct categary (n Norih Amarica inth our operatians. Secondly,
following the success of tha inflial launch of the RIDGID® line In the fourth quarter of 2003, the Group, in
cotizboration with The Homa Depe?, has Continued the Marketing efics and achieved further penatation of the
protassions! power todl Categary.

W Improved our gross mengin Gespite pressure from rising raw metadat prices, by further cationalising our
aperations, keveraging our economies of 1csle and Centralising key group-wde purchasing funciions. Net margin
wa1 comparebie to 193 yeer GesDile higher amortiastion on BIOIWLl assoCialed with the purchise of the Raval
Gperation,

Business Review

Powat Equipment Procucts

Turnaver (o e powes equipment products division incrased By 3 iwat 35.9% ovar the same perid of 2003
1 HX$4,712 milian, scoounting ior 70.1% of Group Wrmover, Growth was sesn In &}t key markets and atl
Droduct serments, 23 e CONinuEd 1o g4I market share,

in North Amaricy, our woU-esteblisned Ryobt consumer powar todl fine continued 1o daliver strang organic
growth, driven by vatue unm\mn servite programmas with our cetall partner and exciling peomations. The

RIDGID® professiaes! JTache power (00 Continud 1 sell well on Iheir marits of Innovation, duradility and quatiy.
Bcln nyw ang mmrb‘ have succezsiully been pesltioned to achieve differsntiation from cihet power Loo)

In Europe, wa are on track (n expanding out presece. All our major markels recorded Rircng W1es nd profit
@xpansian a5 8 resuit of better Srand positioning end Introductian of new products. In continental Europe,
despite ¥ weaker economy averall, new Ryobs branded products aunched during the pariod ware wel recelved
0 Showar! u3 10 ICIANLA markel Mesence in countries tuch 88 the United Kingdom, Germany, France, Soaln
403 1y, The sshes expansion wes s1O Euppcrted by improvad after Sales rvICe #nd the furdhar developmart of
Ine website, which has 8nhanced prodiscoviy oy allowing on-ilne ordenng of parts.

In the outator category, Homellie and Ryobi saw considersble levenut growth in North Amarica with strang
emand and improved IUpGly Ghain Managemant. Ryobl ouidoor Broducts In Eurape delivered significant gains
over the lasi year, atia reflecting pasiiive GEMANG fox the RIodUCt.

Floot Care Agpliancas

Tumover at the floot Care Bpptiances diviaion rose by 53.1% ovar the teme pariod of Wt ysar 16 HK31,717
millon, sccounting for 25.5% of Group turnover.

Royst Apatiance Mig. Co. (Roysl) Continued making progress as it gained product liatings at Iis major cetall
Sustomars whin new products, Benefiting from fs intagration with TTI Qroup, Roysl has improved lia cost

Sruonne in North Amarica and Freamiingd e product Seveloprent proces

Vi 130 mata good progress in IIs markets. Our UK operetion Golivered Excentionst revenue §rowth 3 existng
inveniary wan chesred 87 v models ‘Geveioped with Roys! wera introduced undsr the Vax brand. Cost
Contalnment BrogsamuTs 8N v LkGUE POGUGE Are poskively IMpacting margins.

We glso continued to sirengthen cur OEM business, which exparienced rapkt pwn-xnpmwoedcum
with weti-reteivad products and entered o new CONracts with two major brand nam companie:

Solar Powarnd, Laser and Electronic Measuring Products

Our solar prowesed, Lases 8] aiactronic Measuring prOJUCts buiness egaln had an exceilent hatt yeer. Turnover
incregsed over the Eame period of 2003 by 30.6% to HX3298 mifion, accounting for 4.4% of Group turmover,
Sales were drivan by an axpanded product offering In sif categories, Our recont investient in technology s
anabiing (he Dutivess 49 (IR0 More epidly 10 the mucket needs fr lancvative oew products,

“on the matyrity date of B* juty, 2009, Howaver, on or sier 8™ Juty, 2007 803 prior to the meturity da!

Financial Review

Result Anslysis

Tha Group reported & revenun Rrowth of 39.7% for ine peried under review to HKS6.72 bilken, contributed by
st/0ng OIGANIC growth of gl business units bnd major markets. Profil for the period Increassd by 418% to
HX$299 mitlian. Earnings per share increased by 38.2% lo HKZZ2.49 cas.

Gross marging Improved trom 26.9% In the first six montha of 2003 o 29.8% during the period under revisw,
The improvement was (he resull of Iavorabie product mix, COMBINES wWith the Group's ablity W Wvazage on the
expanced votume of business and niew rmarkels.-When compare 1o the 29.6% gross margin reported of s (ul
vesr 2003, the margin 4150 Improved, damonsuating thet cur oversli margins have not been sfiected by the
Increase In various saw matersal and companent coss since the fourth quartes of 2003

The Grou's own brand business Continuad 1o ex3and, Ils Sabes Conlibution incrassing tram 59.0% 10 74.1% In
th first il of 2004, represanling an Increase of 75.2%. As & rasufl, saiting, dlstribution, sdverlising #nd
WaITAnty expenses b percentsge of saies increased fiom $.9% to 10.3%

Ta maintae tne growth momentum, the Group cannued toimake invastments in tne dasign snd davelopment of
Innavalive, hign quality progucts. For the sl manths under review, the Group spemt HKS168 millon or 2.8% of
Group tumovar on the design and develoDMent of new PIOJUCTS, 85 SOMpAres [ 1.5% raported last yesr, The
incraase In administrative expanses was due 1o the higher smortisation of Qoodwill essociated with the purchase
of the Royal operation. +3 wall 88 80 incrense in slaff caits, lolowing the Group's sirsteqy 1o Increase end
impiove ine quality of its manegament resGUICES.

Liquldity snd Financial Rescurces

Tne Grous's working capital position remained healiny. As at 30 June, 2004, het current s3els $100d 8t
H¥$2.15 billlon as compared ta HK$1.62 bilian 63 bt 30% June, 2003 and HK$1.98 billon 49 1 314 Dacambar,
2003. The Greup's working capital requiremant ts normatly hignar In the first nail yast a3 & prepares lof the peak
shipment period [n tha 3scond hall. As the Group's cash flow generating capacity remeing stiong, the working
capita] Po31tion is expaCied (0 furthes improve by e end of ine yer.

Total invaniory vatue only Incrassad by 3 9% 83 compared to the balance zs &1 314 December, 2003 desplie the
18! that reveriu increased by over 35.7%. Avecage inventary day3 wat &1 68 days, en mprovement of 10 days
WD COmDated 16 Itveniony tutnoves of the $8me PAIoS 1t year, Trade receivablas improesd by 2 days 1o 48
Gay1 whan compared 10 same perod iast yesr.

nd otter payablas were 81 53 days end bills peyRble wers 8t 60 days, ax compared fo 63 days and 55
am mp.,vvw It sarne paviod of

Tne Group was in a net cash position a5 at 30 Juna, 2004, a5 compared 1o 8 gearing fevad of 53,1 % reportad for
fhve satme ate last year. The gesting ralio is axprassed e1 s parceniage of tola! nat bormowings 1o tola! equlty.
Total barrowings imptoved fiom HXS2,37 billlon fEported'sast partod to HKSL.96 billion for the PR TASEY
faviaw, ana na Mataria) changa 4 10tal barrowings whan Gompared 1 the Bajance as a1 31 Dagamber, 2003,

Tha Group's major bamowings are in LS Dotiars and HK Doitars. Otne? 1hsn the fixed interest rate Notes lasued
1431 yaar, Lorrowings bre’sl) besed on LIBOR of KK best kending rates. As ne majorlty of the Graup's revanues
2T 10 US Doiisrs 800 major DOTOWANES and Dayrnents ara afthet in US Dotlers or HK Dotiars, I6e curreney rish
exosur I celtvely low, since there s & natural hedging mechanism n piaca, The Group connves t monker
and mansge lta currancy and interast rate exposures.

Nit intarest axpensas for ha pariod under raview smounind to HKS3? million, sn incraass of onty HX3$3 mition

nared o the same poriod st yasc. Interast Coverage, expressed as o multiphe of profit before Intarest
20d tax o total nel Interest was 10,35 times. an Improvement rom the B.17 times raported for the first alx
montha of 2003,

Capitsl expendlture for the pariod smounted to HK$124 mition, and was in sccordance Lo tha Group's budget
end guideline, Depreciation charges for the period under review were HK$ 161 mifion,

trsue of 2ete Coupon Convertible Bonds
On, 167 June, 2004 T Group SARSUNCES (e 135ue of fvm yant 2810 Counch Comvantivte Boncs a1 51, The
Bagregate principal mount of e Bonds wat US$140 mifian (aparaximately HK$1,092 million). The bonds will
be Gue in 2009 ang convertible into Ordinery Sturas of tre Company. The inllial conversion price is HK$16.56
¢ share, cepresenting & pramium of 38% over the Ciosing price O the thare on the Stack Exchange of Hong
Kong on 16% Juna, 2004. Assuming full canversion of the Bonds al the inllal convarsion price of HK$ 16,56 per
BRare. the Bonds will ba Convertad it 85.922,584 shares, 493% of
the [13ued shars Capilal of the Campany 85 Bt the dite Of annouricAmant and eppradmately 4.71% of the issued
hiare Capital o the Company 3 anlerged by the Issue of the cONVBEN shares. Uniess previously redeemed.
comvertad of Durchased and cancelied, the Compsny will receer sach Bond sl 107.76% of iy principal smount
e

hatder of asch Bond witl have the rIghi & such holder's ooton, 10 require the Company to redeem all of some
onty of tha Bands &1 104.59°% of thels principg) amount,

The Bond trsue ralzed immediate funds that can be used bl gONerst corporate and warking capital Putposes
incluging finpncing porstbte sequisiions and when converted will aniscge.tho sharshoider capitzl baze, which
il faciiNate thw Gevelopment a0d expansion of the Company.

The lasue of the Bands was succerstully closed on 8% Jisty, 2004.

Caphtal Commitmant and Contingent Liabiitties

&1 81 30 June, 2004, the capkal cammiliment not provided for in respect of tand in Dongguen, Mainiand Chine
amounted to approximately HKSZ8 million, Total caphal commitimant 25 at 30% June, 2004 smounted to
HKS121 milion compered to HK$B3 milfion 43 6t 314 December, 2003

Thera are o materisl munm liabilites o oif balance shee opligations other than trada bills giscounted in the
arginary courss of busines

" Compeny i not, or wan nat for any part of the parod,

Charges

None of the Group's sasets are charged o subjsct to sty sncumbrence.

Humsn Resourcas.

The Group empioyed a Lotal of 16,294 empioytes (2003: 16,112 employwes) In Hong Xong and ovorsass. Toia!
atal costs o the eriod undes raview Bmdunted © HKSE47 milion s Comparsd th HX$492 million sama parlod
Last year. The increase was due (o the expansion of the Group's aperations.

The Group regards human capitsl is vital for (he Group's Continucus oWt and p/oMabillly and remeing
commitied to Improve the quality, competence and skilis of sl empioyees. 1t provides Jab ratated talning © il
st . .

The Group continues 1o offer COMDALIvE 18MuNEration Deckeges, GHCIELONETY Share OTLIoM aND bohulaz 16
eligible sisft, based on the pertormance of the Greup end the individual empioyes.

Outlook

Looking into the 38cond hall of 2004, wit have every reason 1o be confidant (het the $1rong growth momentnn
will be mamntained. The TTt Group will contings 1o expand ity product calegonies. Canitalising on our brands, wa
will ba ahte to offer a wides range of qualily and (Nnovalive products o OuT CUSIOMErs,

Power 10013, Wi benaflt from the planned Infroduction of rew Ryodi 100t (1 67 geograchic merksts., i actton,
Wit RIDGID® naw firmaty oosltionad tn the marketplace, we snicipate wwen MIBNGET Gowth during the eacond
hal 6f the yesr 3 we Rxpand hurthar in tha professions! powar ook segment.

tn outdocr powet equipment, having bath the Ryobtl and Homelita brands, we will continus to strangthen out
Procuct plationm, snsuring a wider range of PrOGUCEs 10 8 MUCH broeder Customar base.

10 fioot are products, Dist Davil wii drive revenuss through ew produict piscements sl ratall, sypported by

Our businRLs in fioor care, efficiency gal w-mmmm poaitvely npact marging,

For the 30is! powered, Laser and slectronic Measuring Buslness, we expeCt 30)63 RIOwWID I ail product sagiments
40 rmarkets. The division Wil continua t axpand by increasing {13 erocuct ofleng! in new tnfan care products,
while sccalersting the Jraiopment and Bunch of New electronic hand 1003 8nd (83e1 1004, I scdition, we wi)
Inves! In revolutionary patentad technology 1or the scisr Catsgory 1o snsurd Continued Now of novetive products
10 the market.

In summary, TT1 i wlt positoned to caliver High GTowth fesults for 2004, Deapity ihe sconomic uncortalntles,
xpariance shows thet our busiieases ane tergety resilient io changes in Pousing activities. Our
xpansion momentum will b drven by further prOGUCE and Market diversificalion. Whils maintaining our Kcus
o our cors businesses, we il sclze op; 10 €xpEND INtD segMANTS of iase Markets where the Growd
€81 uniock their Dateotlal, The Consumer $nd Gl ERa1ehciIprt SNG to benefll as tha Growth continues.

Audit Committae

The Audit Committaa s compasad of 8 makrity of indepencent non-axecuie directons. The Audh Commities

has reviewed with management the sccounting poficies and practices #d0pted by the Group and diseusasd

Nttt SRALTO AN nancist reponing maters, InCiuGing 5 Trview of the Unaudiied interim Ansncisl Tatements

for tha s Months anded 30% Juna, 2004.

Compliance with the Code of Best Practice '

Nane Dirwctors of the Compeny Is sware of lﬂY information which would reasonably indicate that the
in compfisnce with the Code of Best Practics a3 sat ol by

The Stock Exchengs of Hong Kong Limited in Appenls 14 t tna Listing Ruses.

Purchass, Sales or Redemption of Shares

There has besn no Durchase, sate of rademption of snares of the Company by the Company of wny of Ity
subsxdiaries Quring the pesiod. .
Closure of Register of Members

The Register of Membars of the Comparty will be Ciosed from Mondey, 13% Saptamber, 2004 to Friasy, 177
Segtamber, 2004, both Gaya incluiive. in ordet t quallty for Me inserim dvidend, K transfers eccompenied by
the ralevant shara cerificates must be Kgsd with the Company's Share Regisars, Secrewries Limited, at OF,
BEA Harbour View Centre, 56 Gloucaster Road, Wanchai, Hong Kong not tater than 4:00 p.m. an Friday, 109
September, 2004,

Publication of Interfm Results on Website
The hinancis! informason required to be disciosed uncer Deragraphs 46(1! © 46(5} of Aopandb 16 of the Listing
Nuumu-ouuwwwmmumsmemmammnwmumnmm»-m
TTi's wabAite 4t www.Sigroup.com in due Eourse,

Board of Directors

A3 at the date of this the Board of Directors of the Campenty Comprises five airectors,
nemely Mr, Horst Jusius Pudwifl, Mr. Roy Chi Ping Chung, Wr, Patrick Kin wah Chsn, Mr. Frank Ch Chung
Chan, Dr, AXio Urskami, nd thraee indepsndent nom-axecutive dinectors, harnety bii, Vincant Ting fau Chaung,
Mr. Joel Avthur Schieicher end bir. Chitsiopher Patrick Langley.

8y Ordar o the Bowrd

Rasults Summary

Condensed Consolldated Balance Sheet

on
- Sep
30% June | BL% December 2004 2000 2004
2004 wkyooo | mmEDo0 | e3000| KKy
Hsom s Vaincion oot peding o
{Unauditest {Aucted) [y oty ar1 892 3467071 254,282 196,682
. ASSETS oot care inzze| w2 sc/a87 52,133
prwnred, Lo 8nd shctronic -
N . flen-corrent ssaets A 51018 204385 etaes PronTel o0 9079 ar e
= C Income (L Soory, plarh 804 b 525880 82,760 C234,118 | _aB1Ae | 4k4,118] 798818
For the six months ended 30 June, 2004 (31,023} 133,175) Amertisation of goodwit
178,669 25,154 Rubests of negales goodvi 0 income
132124 118,394 [ M:P'“"""”"“"“
38,608 41,419 By Seograohioal markat location: 5,289,248 364,823 236,087
. 2004 2003 300,708 273937 Pt R Py 2509
s HK$000 K300 1,198 1,195 Ous coutries 380,808 1481 16,780
4724118 43110 58818
2110774 1904040 Amartisotion of goodwl 117,180 47,@)
Turmover 2 6724113 4814649 Curren assats of Pagative g00wdl o income 2182 2o
invertorien 253,274 249165 1 profi from eoeTatons Gvore | i
Cost of waies (8,720,044)| (3.519.7251 Trada wd other receivaties 1,579,099 2,197,789 2. Profit from Dperstions -
Depostis and prepeymanty 220,424 3,408 + Sl enonths period snded
Bills recehadie 122,984 26,409 ”0:9' Yo s
Grast profit 2,004,071 1.234.924 nvestments in securtties 8,635 3,575 ases KO0
Tax recorarabie: 1123 s1.274 Prmn trom. MHMIMIMAMWH\IMM (crediting)
Crtur operating income 14974 33,377 Trade receivabie from sssociates 0 0 emonration of propey, PG and equipmert 160,748 137,008
Bank baisnces, deposts and cash 1,970,998 2,586,075 Mﬂmm o g ene i 231
Intérest Income 22,158 4361 5,547,377 7.662.228 Reiern ot gt gm0 comt @ is2) @12
Statt.conls $48,99¢ ageeil )
Seting, Sistribution, s0vertising 400 waITaNty expsnLes (692,737} 474.428) Current labitites
Tracta, $is a0d other payaties. 3.427,928 4,894,161 4. Taxation Bia oo partod snied
Administraiive expenses (762,714) (496,323 Vearranty provision 183,122 208,552 picigvion
Tracs payable to an asscciate 2319 3230 ég “ﬁ
68114 w “
Aeszarch an Gevelopment costa (164,759) 169,642) Tax poyable 108,165 3
arabie 1eaat - Tre cal a2 charp conprees: T
Obtigations undar finance leases - dua wathin ane yeer 2,968 5433 Hog """B:'“M‘“ i samated na nm
Profit from operations. 3 419,090 293,071 Borrowings = due within one year 548,011 497,975 Omans Tax the ouriod 14.301
5677517 Deforvg $.388) i
Finance costs (58,702} (38,9501 4,298,374 677 2677 oan?
Net cusrent ssats 2,149,208 1,984,713 Taxation wrising in otr jurtsdictions b CIYULBEd #t the [ates Drevaiing e 09 Fesoactive juriscictions,
Peofit efora share of cesuls of associatet and taxation 360,388 254,081 Totsl aasets tess Curment lisbiites. 4,268,977 9,968,751 wvv:dmmhmwhnmm-mmwhmmnwmvnmum s wettvea or the
et reatow,
7 CAPITAL AND RESERVES S, Share Subdivision
Share of casuts of sssocietes $529) 1 Share crpltal 133,883 132,497 o oe o approve the ociease
Reserves 2,614,167 2,380,387 in 1na suthorseg inare caplal of e Commty 18 HK$240,000,000 m’a-"s‘um‘:\d.::
. - — . the authortiad shave ca; 1t two
Profit before xadion 99,762 2ei.258 T 2.747.830 2512084 hares of HXSD,10 sach, Th tncraese 500 Ta eMactive on 205 ans 1% May, 2004 rvsoactve,
Taxation 3 4 142.677)] 30,437)| MINDRITY INTERESTS 64,601 45,374 2003 sl dividend Secisred at HK17.75 cants and 2003 inierim aviGend paid &t HK7.28 centa per existing
ahare bre adhusted 1o HEB.BTS conts ark! M, 525 cants per Subdiivided share respoctively.
MON-CURRENT LIABIUTIES . Eamings per Share
Profit telore minonty intarests 317,088 223,831 fnance {zstes - due after one year, " 3,148 14,261 T ammumnﬂc 0 iuted SAMRINGS DOf Share is bised on the faliowing date:
Borrowings - due sfer ong year 1,405,485 1,348,497 St mots period anoed
Minorhty interests (18.227)] (L2.008) Deterract tax tladiitien 47,909 46,735 2008
1.456,54€ 1,400,493 MR$TO HASO00
Earnings for the purpases of Desk end divted samings per Ehare;
Profit for the period 208,858 210,823 4,268,977 2,968.751 Profi for he pariod * 293,858 210,823
chmﬂvmwdwﬂmm?ﬂm
Omens & (110,444) (65,388 Surpone of besk sarmings per 1228988287 | 1,293.481.764
- Chect i potentisl wﬂ."y sha
. g Notes to the Financial Statements (Un-udma) pii 43,371,852 25,424,128
Earnings per share ? Dasis of preparation Walgfled everge numbe of Grdinary sharas ¥ the
The unaudited inlerim reaufts of the Group havs been Dmpued in accondance with the Statement of S-Jndud puons of dikAsd ATy Der Shary 1,372,327,149 1,324 905 492
Basic 22.49 centy 16.28 cortts. Accounting Praciics {"SSAP*} 25 “Iredm Finsncis) Repoding” Istued by he Hong Kong Society of ccountants on & The CCMpAtRUYE AMOUND of 1ha semINGS Per SharY 810 weighieg IversSd Aumbar of Orginary snares have been
m-?-mmwmumm m:w-wﬂumlmmlwmmr«w:l adjusiad for the efiect of O Subaivision of the Company's shares durtng the D800 "
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2004 2003 2004 2003 Changes
for the six months period ended 30th June HK$ m HK$ m Us$ m US$ m %
RESULTS
Turnover 6,724 4,815 862 617 +39.7
Profit for the period 299 211 38 27 +41.8
Earnings per share, basic (HK / US cents) 22.49 16.28 2.88 2.09 +38.2
Interim dividend per share (HK / US cents) 4.500 3.625 0.577 0.465 +24.1
FINANCIAL POSITION
Shareholders' fund 2,748 2,513+ 352 322+ +9.3
Book value per share (HK$ / US$) 2.06 1.90* 0.26 0.24~ +8.4
Gearing ratio Net Cash Net Cash* Net Cash  Net Cash* N/A
TURNGVYER BY PRINCIPAL ACTIVITY
Power equipment products 4,712 70% 3,467 T72% 604 444 +35.9
Floor care appliances 1,787 26% 1,122 23% 220 144 +53.1
Solar powered, laser and

electronic measuring products 295 4% 226 5% 38 29 +30.6
TURNOVER BY GEQGRAPHICAL MARKET LOCATION
North America 5,259 78% 3,784 79% 674 485 +39.0
Europe 1,084 16% 767 16% 139 98 +41.4
Other countries 381 6% 264 5% 49 34 +44.4

* as at 31st December, 2003
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lanagements
scussion
and analys

TT)I continued to deliver record results with strong performance across all divisions in the first half of 2004. Total Group

turnover for the period under review was HK$6,724 million, an increase of 39.7% over the same period of 2003.
Nét profit rose by 41.8% to HK$299 million. Earnings per share grew 38.2% to MHK22.49 cents. The Directors
recommend an interim dividend of HK4.500 cents, as compared with HK3.625 cents at the interim of 2003 when
adjusted for the stock split.

We recorded high double-digit revenue growth across all lines of business and in all geographic markets. This, again,
de}nonstrates the Group's leading position in the home improvement industry. Our success has been driven by our
ability to deliver innovative new products and high impact marketing programmes, capitalising on TTI's stable of
wefll»recognised brands and providing our customers with high quality products and services.

During the six months under review, we had two major business developments. Firstly, we have added and integrated
thé Ryobi brand for the outdoor power equipment category in North America into our operations. Secondly, following the
sugcess of the initial launch of the RIDGID® line in the fourth quarter of 2003, the Group, in collaboration with The
Home Depot {the world's largest home improvement specialty retailer), has continued the marketing efforts and
ac;hieved further penetration of the professional power tool category.

We improved our gross margin daspite pressure from rising raw material prices, by further rationalising our operations,
leveraging our economies of scale and centralising key group-wide purchasing functions. Net margin was comparable to
last year despite higher amortisation on goodwill associated with the purchase of the Royal Appliance Mfg. Co. (Royal).

Tfl's balance sheet continues to reflect significant liquidity and a strong capital base. In June 2004, we have
announced the issue of US$140 million five year Zero Coupon Convertible Bonds, which was well received by a
br@ad range of investors. Our solid financial position will enable us to invest in future growth.

USHNESS REVIEW

Power Equipment Products

Tujmover for the power equipment products division increased by a robust 35.9% over the same period of 2003 to
HKS$4,712 million, accounting for 70.1% of Group turnover. Growth was seen in all key markets and all product
segments, as we continued to gain market share.

IniNorth America, our well-established Ryobi consumer power tool line continued to deliver strong organic growth,
dr}ven by value store-level service programmes with our retail partner and exciting marketing plans. The RIDGID®
prbfessional grade power tools continue to sell well on their merits of innovation, durability and quality. Both Ryobi and
RIDGID® have successfully been positioned to achieve differentiation from other power tool brands. The RIDGID® tools
have been recommended by a number of trade magazines as “Best Value” products. TTI has also earned a Silver 2004
In;’dustrial Design Excellence Award (IDEA) for its design strategy used in the line of 35 RIDGID® brand professional
pdwer tools.




In Europe, we are on track in expanding our presence. All our major markets recorded strong sales and profit expansion
as a result of better brand positioning and introduction of new products. In continental Europe, despite a weaker
economy overall, new Ryobi branded products launched during the period were well received and allowed us to
increase market presence in countries such as the United Kingdom, Germany, France, Spain and ltaly. The sales
expansion was also supported by improved after-sales service and the further development of the website, which has
enhanced productivity by allowing on-line ordering of parts.

In the outdoor power equipment category, Homelite and Ryobi saw considerable revenue growth in North America with
strong demand and improved supply chain management. Ryobi outdoor products in Europe delivered significant gains
over the last year, also reflecting positive demand for the products.

Floor Care Appliances
Turnover at the floor care appliances division rose by 53.1% over the same period of last year to HK$1,717 million,
accounting for 25.5% of Group turnover.

Royal continued making progress as it gained product listings at its major retail customers with new products.
Benefiting from its integration with the Group, Royal has improved its cost structure in North America and streamlined
the product development process. Much of these savings will be invested in marketing the powerful “Dirt Devil” brand
of floor care products. The European operation continued to deliver spectacular growth, especially in Germany, rising to
the number two position.

Vax also made good progress in its markets. Our UK operation delivered exceptional revenue growth as existing
inventory was cleared and new models jointly developed with Royal were introduced under the Vax brand. Cost
containment programmes and new unique products are paositively impacting margins. In Australia, Vax gained national
supplier status from its main customer and continues to meet its growth plan.

We also continued to strengthen our OEM business, which experienced rapid growth as we provided customers with
well-received products and entered into new contracts with two major brand name companies.

Solar Powered, Laser and Electronic Measuring Products

Our solar pawered, laser and electronic measuring products business again had an excellent half year. Turnover
increased over the same period of 2003 by 30.6% to HK$295 million, accounting for 4.4% of Group turnover. Sales
were driven by an expanded product offering in all categories. Our recent investment in technology is enabling the
business to respond more rapidly to the market needs for innovative new products.

PRODUCTION AND LOGISTICS

The Group remained focused on improving its inventory management, with new monitoring procedures put in place.
Under these efforts, the Group has been strengthening customer relationships by integrating their requirements into our
ordering and forecasting systems, reducing inventory and improving productivity for both TTI and its customers.

During the first half of the year, the Group has completed the restructuring of Royal’s operations, in line with the Group’s
overall strategy of ensuring cost-effective manufacturing. With ongoing integration programmes at Royal, this will further
reduce its fixed cost base.

Interim Report 2004
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OUTLOOK
Lobking into the second half of 2004, we have every reason to be confident that the strong growth momentum will be
maintained. The Group will continue to expand its product categories. Capitalising on our brands, we will be able to offer

a wider range of quality and innovative products to our customers.

Pawer tools will benefit from the planned introduction of new Ryobi tools in all geographic markets. In addition, with
RIDGID® now firmly positioned in the marketplace, we anticipate even stronger growth during the second half of the

year as we expand further in the professional power tools segment.

In ioutdoor power equipment, having both the Ryobi and Homelite brands, we will continue to strengthen our product
platform, ensuring a wider range of products to a much broader customer base.

Inifloor care products, Dirt Devil will drive revenues through new product placements at retail, supported by stronger
marketing efforts. We expect Vax to continue its excellent performance, as we extend the product range, deepen
customer refationships and increase advertising to promote brand awareness. While we continue to grow our business

inifloor care, efficiency gains and cost reduction efforts will positively impact margins.

Faor the solar powered, laser and electronic measuring business, we expect sales growth in all product segments and
markets. The division will continue to expand by increasing its product offerings in new infant care products, while
accelerating the development and launch of new electronic hand tools and laser tools. In addition, we will invest in
reyolutionary patented technology for the solar category to ensure continued flow of innovative products to the market.

Inisummary, TTlis well positioned to deliver high growth for 2004, Despite the economic uncertainties, experience
sdows that our businesses are largely resilient to changes in housing construction activities. Our expansion momentum
will be driven by further product and market diversification. While maintaining our focus on our core businesses, we will
seize opportunities 1o expand into segments of these markets where the Group can unlock their potential. The
cdnsumer and our shareholders stand to benefit as the growth continues.
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review

Results Analysis

The Group reported a revenue growth of 39.7% for the period under review to HK$6,724 million, contributed by strong
organic growth of all business units and major markets. Profit for the period increased by 41.8% to HK$299 million.
Earnings per share increased by 38.2% to HK22.49 cents.

Gross margin improved from 26.9% in the first six months of 2003 to 29.8% for the period under review. The
improvement was the result of favourable product mix, combined with the Group's ability to leverage the expanded
volume of business and new markets. When compared to the 29.6% gross margin reported for the full year 2003, the
margin aisc improved, demonstrating that our overall margins have not been affected by the increase in various raw
material and component costs since the fourth quarter of 2003.

The Group's own brand business continued to expand, its sales contribution increasing from 59.0% to 74.1% in the first
half of 2004, representing an increase of 75.2%. As a result, selling, distribution, advertising and warranty expenses as
a percentage of Group turnover increased from 9.9% to 10.3%.

To maintain the growth momentum, the Group continued to make investments in the design and development of
innavative, high quality products. For the six months under review, the Group spent HK$165 million or 2.5% of
Group turnover on the design and development of new products, as compared to 1.5% reported last year. The rise
in administrative expenses was due to the higher amartisation of goodwill associated with the purchase of the
Royal operation, as well as an increase in staff costs, following the Group’s strategy to improve the quality of its
management resources.

Liquidity and Financial Resources

The Group’s working capital position remained healthy. As at 30th June, 2004, net current assets stood at HK$2.15
billion as compared to HK$1.62 billion as at 30th June, 2003 and HK$1.98 billion as at 31st December, 2003. The
Group's working capital requirement is normally higher in the first half year as it prepares for the peak shipment period
in the second haif. As the Group's cash flow generating capacity remains strong, the working capital position is expected
to further improve by the end of the year,

Total inventory value only increased by 1.9% as compared to the balance as at 31st December, 2003 despite the fact
that revenue increased by over 38.7%. Average inventory days was at 68 days, an improvement of 10 days when
compared to inventory turnover of the same period last year. Trade receivables improved by 2 days to 48 days when
compared to same period last year.

Trade and other payables were at 53 days and bills payable were at 60 days, as compared to 63 days and 55 days
respectively for same period of 2003.

The Group was in a net cash position as at 30th June, 2004, as compared to a gearing level of 53.1% reported for
the same date last year. The gearing ratio is expressed as a percentage of total net borrowings to total equity. Total
borrowings improved from HK$2.37 billion reported last period to HK$1.96 billion for the period under review, and
there was no material change in total borrowings when compared to the balance as at 31st December, 2003.

The Group’s major borrowings are in US Dollars and HK Doliars. Other than the fixed interest rate Notes issued last year,
borrowings are all based on LIBOR or HK best lending rates. As the majority of the Group’s revenues are in US Dollars
and major borrowings and payments are either in US Dollars or HK Dollars, the currency risk exposure is relatively low,
since there is a natural hedging mechanism in place. The Group continues to monitor and manage its currency and
interest rate exposures.
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Net interest expenses for the period under review amounted to HK$37 million, an increase of only HK$3 million when
compared to the same period last year. Interest coverage, expressed as a multiple of profit before interest and tax to
total net interest was 10.35 times, an improvement from the 8.17 times reported for the first six months of 2003.

Cdpital expenditure for the period amounted to HK$124 million, and was in accordance to the Group’s budget and
gdideline. Depreciation charges for the period under review were HK$161 miilion.

ﬂséue of Zero Coupon Convertible Bonds

On 16th June, 2004 the Group announced the issue of five year Zero Coupon Convertible Bonds at par. The aggregate
principal amount of the Bonds was US$140 million (approximately HK$1,092 million). The Bonds will be due in 2009
and convertible into Ordinary Shares of the Company. The initial conversion price is HK$16.56 per share, representing a
premium of 38% over the closing price of the share on The Stock Exchange of Hong Kong Limited on 16th June, 2004,
Aﬁsuming full conversion of the Bonds at the initial conversion price of HK$16.56 per share, the Bonds will be
cdnverted into approximately 65,922,584 shares, representing approximately 4.93% of the issued share capital of the
C@mpany as at the date of announcement and approximately 4.71% of the issued share capital of the Company as
enlarged by the issue of the conversion shares. Unless previously redeemed, converted or purchased and cancelled,
the company will redeem each Bond at 107.76% of its principal amount on the maturity date of 8th July, 2009.
However, on or after 8th July, 2007 and prior to the maturity date, the holder of each Bond will have the right at such
holder’s option, to require the Company to redeem all or some only of the Bonds at 104.59% of their principal amount.

The Bond issue raised immediate funds that can be used for general corporate and working capital purposes including
ﬁrﬁancing possible acquisitions and when converted will enlarge the shareholder capital base, which will facilitate the

development and expansion of the Company.

The issue of the Bonds was successfully closed on 8th July, 2004.

Capital Commitment and Contingent Liabilities

As at 30th June, 2004, the capital commitment not provided for in respect of land in Dongguan, PRC amounted to
approximately HK$28 million. Total capital commitment as at 30th June, 2004 amounted to HK$121 million compared
tg HK$89 million as at 31st December, 2003,

There are no material contingent liabilities or off balance sheet obligations other than trade bills discounted in the
ordinary course of business.

Charges

None of the Group's assets are charged or subject to any encumbrance.

Human Rescurces

The Group employed a total of 16,294 employees (2003: 16,112 employees) in Hong Kong and overseas. Total staff
cbsts for the period under review amounted to HK$647 million as compared to HK$492 million same period last year.
The increase was due to the expansion of the Group's operations.

The Group regards human capital is vital for the Group’s continuous growth and profitability and remains committed to
improve the quality, competence and skills of all employees. It provides job related training to all staff.

Tihe Group continues to offer competitive remuneration packages, discretionary share options and bonuses to eligible
staff, based on the performance of the Group and the individual employee.




.} t [
d | | d
The Directors recommend an interim dividend of HK4.500 cents per share (2003 interfm dividend : HK3.625 cents).

The interim dividend will be paid to shareholders listed on the register of members of the Company on 17th September,
2004, It is expected that the interim dividend will be paid on or about 30th September, 2004.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from Monday, 13th September, 2004 to Friday, 17th
September, 2004, both days inclusive. In order to qualify for the interim dividend, all transfers accompanied by

the relevant share certificates must be lodged with the Company's Share Registrars, Secretarigs Limited, at G/F,

Bank of East Asia, Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong not later than 4:00p.m. on Friday,
10th September, 2004.
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condensead consolicated Income statement (unaudlted)

for the six months period ended 30th June, 2004

Notes 2004 2003 2004 2003
HK$'000 HK$'000 Us$'000 Us$'000
; (Note 13) (Note 13)
Turnover ; 2 6,724,115 4,814,649 862,066 617,263
Cost of sales : (4,720,044) (3,519,725) (605,134) (451,247)
Gross profit 2,004,071 1,294,924 256,832 166,016
Other operating income 14,074 33,377 1,804 4279
interest income 22,155 5,361 2,840 687
Selling, distribution, advertising and warranty expenses (693,737) (474,426) (88,241) (60,824)
Administrative expenses f (762,714) (496,323) (97,785) (63,631)
Research and development costs (164,759) (69,842) (21,123) (8,954)
Profit from operations 3 419,090 293,071 53,727 37,573
Finance costs : (58,702) (38,990) (7,526) (4,999)
Profit before share of res@lts of associates and taxation 360,388 254,081 46,201 32,574
Share of results of associétes (626) 187 (80) 24
Profit before taxation ! 359,762 254,268 46,121 32,588
Taxation ‘ 4 (42,677) (30,437} (5,471) (3,802)
Profit before minority inte?ests 317,085 223,831 40,650 28,656
Minority interests (18,227) (13,008) (2,337) (1,668)
Profit for the period 298,858 210,823 38,313 27,028
Dividend 5 (118,444) (65,388) (15,185) (8,383)
Earnings per share 6
Basic (HK / US cents) 22.49 16.28 2.88 2.09
Diluted (HK / US cents) 21.78 1581 2.79 2.04

8 Techtronic Industries Co. Ltd. .




conaensea consolidaled palance snect

as at 30th June, 2004

Notes 30th June 31st December 30th June 31st December
2004 2003 2004 2003
HK$'000 HK$'000 Us$'000 UsS$'000
(Unaudited) {Audited) {Note 13) {Note 13)
Assets
Non-current assets
Property, plant and equipment 863,915 904,356 110,758 115,943
Goodwill 635,580 652,760 81,485 83,687
Negative goodwill (31,023) (33,179) (3,277) (4,253)
Intangible assets 178,669 25,154 22,906 3,225
Interests in associates 132,124 118,394 16,93¢ 15,179
Investments in securities 38,608 41,419 4,950 5,310
Deferred tax assets 300,706 273,937 38,552 35,120
Other assets 1,195 1,195 153 153
2,119,774 1,984,040 271,766 254,364
Current assets
Inventories 2,539,274 2,491,650 325,548 319,442
Trade and other receivables 7 1,579,089 2,197,789 202,449 281,768
Deposits and prepayments 328,424 293,408 42,106 37,616
Bills receivable 122,984 36,409 15,767 4,668
Investments in securities 5,635 5,575 722 715
Tax recoverable 1,123 51,274 144 6,574
Trade receivable from associates 40 48 5 6
Bank balances, deposits and cash 1,270,998 2,586,075 252,692 331,548
6,547,577 7,662,228 839,433 082,337
Current liabilities
Trade, bills and other payables 8 3,427,325 4,894,161 439,401 627,457
Warranty provision 183,122 208,552 23,477 26,737
Trade payable to an associate 9,319 3,230 1,185 414
Tax payable 108,165 68,114 13,867 8,733
Dividend payable 118,444 - 15,185 -
Obligations under finance leases — due within one year 2,988 5,485 383 703
Borrowings — due within one year 549,011 497 975 70,386 63,843
4,398,374 5,677,517 563,894 727,887
Net current assets 2,149,203 1,984,711 275,539 254,450
Total assets less current liabilities 4,268,977 3,968,751 547,305 508,814
Capital and Reserves
Share capital 9 133,663 132,497 17,136 16,987
Reserves 2,614,167 2,380,387 335,150 305,178
2,747,830 2,512,834 352,286 322,165
Minority Interests 64,601 46,374 8,282 5,845
Mon-current Liabilities
Obligations under finance leases — due after one year 3,148 14,261 404 1,828
Borrowings — due after one year 1,405,489 1,348,497 180,191 172,884
Deferred tax liabilities 47,809 46,735 6,142 5,892
1,456,546 1,409,493 186,737 180,704
4,268,977 3,968,751 547,305 508,814
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conaensed consalidated casn 1ow statement (unaudaled)

for the six months period ended 30th June, 2004

‘ 30th June 30th June 30th June 30th June
i 2004 2003 2004 2003
HK$'000 HK$'000 Us$'000 US$’000
(Note 13) (Note 13)
Net Cash used in Operating Activities (420,549) (542,771) (62,891) (69,586)
Net Cash used in Investirﬁg Activities (267,791) (897,056) (34,332) (115,007)
Net Cash from Financing Activities 151,482 786,548 19,421 100,839
Net Decrease in Cash ana Cash Equivalents (606,858) (653,279) (77,802) (83,754)
Cash and Cash Equivalerits at 1st January 2,444,098 1,753,900 313,346 224,859
Effect of Foreign Exchange Rate Changes (5,789) 46,370 (743) 5,945
Cash and Cash Equivaleﬁts at 30th June 1,831,451 1,146,991 234,801 147,050
Analysis of the Balances of Cash and Cash Equivalents
Represented by: ?
Bank balances, deposité and cash 1,870,298 1,288,807 252,692 165,244
Bank overdrafts : (139,547) (141916) (17,891) (18,194)
| 1,831,451 1,146,991 234,801 147,050
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conaensea statement of changes In equity (unaudiied)

for the six months period ended 30th June, 2004

Share Share Translation Retained
capital premium reserve profits Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1st January, 2003 128,143 613,499 (16,769) 1,102,064 1,827,937
Exchange differences on translation
of overseas operations not
recognised in the income statement - - 37,423 - 37,423
Shares issued at a premium 1,633 26,417 - - 28,050
Profit for the period - - - 210,823 210,823
Final dividend - 2002 - - - (65,388) {65,388)
At 30th June, 2003 130,776 639,316 20,654 1,247,499 2,038,845
At 1st January, 2004 132,497 672,083 45,519 1,662,785 2,512,884
Exchange differences on translation
of overseas operations not
recognised in the income statement - - (4,237) - (4,237)
Shares issued at a premium 1,166 57,603 - - 58,769
Profit for the period - - - 298,858 298,858
Final dividend - 2003 - - - (118,444) (118,444)
At 30th June, 2004 133,663 729,686 41,282 1,843,199 2,747,830

Interim Report 2004

11



12

NOLES 10 (NE Tinanclail siatements (unauaited;

for the six months period ended 30th June, 2004

1. BASIS OF PR[EPARATU@N
The unaudited interim results of the Group have been prepared in accordance with the Statement of Standard Accounting Practice
("SSAP") 25 “Interim Financial Reporting” issued by the Hong Kong Society of Accountants on a basis consistent with the accounting
policies adopted in the report and financial statements for the year ended 31st December, 2003.

Certain comparative figures have been reclassified to conform with the current period’s presentation.

2. SEGMENT ﬂNF@RMNU@N
Six months period ended 30th June

Turnover Segment results
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
By principal activity:'
Manufacture and trading of
Power equipment products 4,711,892 3,467,171 294,282 198,682
Floor care appliances 1,717,292 1,121,715 80,457 58,135
Solar powered, lasér and electronic measuring products 294,931 225,763 59,379 41,698
‘ 6,724,115 4,814,649 434,118 298,515
Amortisation of goodwil (17,180) (7,596)
Release of negative goodwill to income 2,152 2,152
Contributions to profﬁt from operations 419,090 293,071
By geographical market location:
North America 5,259,245 3,784,207 366,423 236,667
Europe 1,084,364 766,976 66,244 45,095
Other countries 380,506 263,466 1,451 16,753
: 6,724,115 4,814,649 434,118 298,515
Amortisation of goodwill (17,180) (7,596)
Release of negative goodwill to income 2,152 2,152
Contributions to profit from operations 419,090 293,071

3. PROFIT FROM OPERATIONS

Six months period ended 30th June

2004 2003
HK$'000 HK$'000
Profit from operatioris has been arrived after charging (crediting):

Depreciation and amortisation of property, plant and equipment 160,746 137,085
Amortisation of intangible assets 4,597 2,531
Amortisation of goodwill 17,180 7,596
Release of negative goodwill to income (2,152) (2,152)
Staff costs . 646,596 492,411
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TAXATION

Six months period ended 30th June

2004 2003
HK$'000 HK$'000

The total tax charge comprises:
Hong Kong Profits Tax calculated at 17.5% of the estimated assessable profit for the period 33,531 23,009
Overseas Tax 14,501 7,266
Deferred Tax (5,355) 162
42,677 30,437

Taxation arising in other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

Deferred tax has been provided for at the rate that is expected to apply in the period when the liability is settled or the asset is realised.

DIVIDEND

The 2003 final dividend declared at HK17.75 cents and 2003 interim dividend paid at HK7.25 cents per existing share are adjusted to

HK8.875 cents and HK3.625 cents per subdivided share respectively.

EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share is based on the following data:

Six months period ended 30th June

2004 2003
HK$'000 HK$'000
Earnings for the purposes of basic and diluted earnings per share:
Profit for the period 298,858 210,823
Weighted average number of ordinary shares for the
purpose of basic earnings per share 1,328,955,297 1,285,481,7¢4
Effect of dilutive potential ordinary shares:
Options 43,371,852 29,424,128

Weighted average number of ordinary shares for the

purpose of diluted earnings per share 1,372,327,149

1,324,905,892

The comparative amounts of the earnings per share and weighted average number of ordinary shares have been adjusted for the effect of

the subdivision of the Company's shares during the period.

TRADE AND CTHER RECEIVABLES

The Group has a policy of allowing credit periods ranging from 60 days to 120 days. The aging analysis of trade receivables is as follows:

30th June 31st December

2004 2003

HK$'000 HK$'000

0 to 60 days 1,231,410 1,711,577
61 to 120 days 200,085 346,828
121 days or above 26,142 26,918
Total trade receivables 1,457,637 2,085,323
Other receivables 121,462 112,466
1,579,099 2,197,789
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8. TRADE, BILLS ANQ OTHER PAYABLES

The aging analysis o‘f trade payables is as follows:

: 30th June 31st December
i 2004 2003
* HK$'000 HK$'000
0 to 60 days : 932,301 1,042,276
61 to 120 days 98,71¢ 202,605
121 days or above 9,770 7,263
Total trade payables: 1,040,720 1,252,144
Bills payables 1,606,215 2,809,963
Other payables 779,620 832,054
; 3,427,325 4,894,161

S. SHARE CAPITAL

Number of Shares Share Capital

: 30th June 31st December 30th June 31st December
2004 2003 2004 2003
HK$'000 HK$'000
Crdinary shares
Authorised:
At 1st January of HK$0.20 each 800,000,000 800,000,000 160,000 160,000
Increased in authorised
share capital of HK$0.20 each 400,000,000 - 80,000 -
Subdivision of one share of HK$0.20
each into two shares of HK$0.10 each 1,200,000,000 - - -
Shares of HK$0.10;each
(2003 : IHIK$0.ZQ each) 2,400,000,000 800,000,000 240,000 160,000
Issued and fully paid:
At 1st January of HK$0.20 each 662,486,826 645,716,826 132,497 129,143
Issued on exercise of share options 8,657,000 16,770,000 1,166 3,354
Subdivision of one share of HK$0.20
each into two sharés of HK$0.10 each 665,481,826 - - -
Shares of HIK$0.10 each
1,336,625,652 662,486,826 133,663 132,497

(2003: HK$O.20?each)

On 28th May, 2004, ;ordinary resolutions were passed by the shareholders of the Company to approve the increase (the “Increase”) in the
authorised share capital of the Company to HK$240,000,000 and the subdivision (the “Subdivision”) of each issued and unissued shares
of HK$0.20 each inlthe authorised share capital into two ordinary shares of HK$0.10 each. The Increase and the Subdivision became
effective on 28th and 31st May, 2004 respectively.

The shares issued during the period rank pari passu in all respects with the existing shares.
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10.

11.

12.

13.

CAPITAL COMMITMENTS

30th June 31st December

2004 2003
HKX$'000 HK$'000
Capital expenditure contracted for but not provided in the financial statements
in respect of the purchase of property, plant and equipment 108,716 85,598
Capital expenditure authorised but not contracted for in the financial statements
in respect of the purchase of property, plant and equipment 12,518 3,398

CONTINGENT LIABILITIES
30th June 31st December

2004 2003

HK$'000 HK$'000

Guarantees given to banks in respect of credit facilities utilised by associates 25,288 16,904
Bills discounted with recourse 269,892 180,133
295,180 197,037

POST BALANCE SHEET EVENT

On 16th June, 2004 the Group announced the issue of five year Zero Coupon Convertible Bonds at par. The aggregate principal amount of
the Bonds was US$140 million (approximately HK$1,092 million). The Bonds will be due in 2009 and convertible into Ordinary Shares of
the Company. The initial conversion price is HK$16.56 per share, representing a premium of 38% over the closing price of the share on
The Stock Exchange of Hong Kong Limited on 16th June, 2004. Assuming full conversion of the Bonds at the initial conversion price of
HK$16.56 per share, the Bonds will be converted into approximately 65,922,584 shares, representing approximately 4.93% of the issued
share capital of the Company as at the date of announcement and approximately 4.71% of the issued share capital of the Company as
enlarged by the issue of the conversion shares. Unless previously redeemed, converted or purchased and cancelled, the Company will
redeem each Bond at 107.76% of its principal amount on the maturity date of 8th July, 2009. However, on or after 8th July, 2007 and
prior to the maturity date, the holder of each Bond will have the right at such holder’s option, to require the Company to redeem all or some
only of the Bonds at 104.59% of their principal amount.

The Bond issue raised immediate funds that can be used for general corporate and working capital purposes including financing possible
acquisitions and when converted will enlarge the shareholder capital base, which will facilitate the development and expansion of the
Company.

The issue of the Bonds was successfully closed on 8th July, 2004.

US DOLLAR EQUIVALENTS
These are shown for reference only and have been arrived at based on the fixed exchange rate of HK$7.8 to US$1.0.

{nterim Report 2004
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COrporate governance ana otner intormation

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS

As at 30th June, 2004, the interests and short positions of the directors and the chief executive of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”)) which have been notified to the Company pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which any such director or cﬁief executive was taken or deemed to have under such provisions of the SFO) or as recorded in the register required
to be kept under section 352 of the SFO or otherwise notified to the Company and The Stock Exchange of Hong Kong Limited pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies, were as follows:

interests in Interests in
shares underlying Total
Name of (other than shares interests in  Approximate
company/ pursuant pursuant shares/ aggregate
[ associated Capacity/ to equity to equity underlying percentage
Directors ‘ corporation Nature of interests derivatives)w derivatives shares of interests
Mr Horst Julius Pudwill : The Company Beneficial owner 71,974,000 31,088,000 326,481,794 24.43%
‘ The Company Interest of spouse 760,000 - -
The Company Interests of controlled corporation 222,653,794 - -
Mr Roy Chi Ping Chung ' The Company Beneficial owner 113,541,948 13,824,000 164,576,978 12.31%
The Company Interest of spouse 136,000 - -
The Company Interests of controlled corporation 37,075,030@ - -
Mr Kin Wah Chan ‘ The Company Beneficial owner 2,364,000 2,500,000 4,864,000 0.36%
Mr Chi Chung Chan ! The Company Beneficial owner 1,000,000 3,000,000 4,000,000 0.30%
Dr Akio Urakami The Company Beneficial owner 300,000 1,300,000 1,600,000 0.12%
Mr Vincent Ting Kau Cheung The Company Beneficial owner 1,820,000 800,000 2,720,000 0.20%
Mr Joel Arthur Schleicher The Company Beneficial owner 200,000 500,000 700,000 0.05%
Mr Christopher Patrick Langley The Company Beneficial owner 490,000 300,000 780,000 0.06%
Notes:

(1) Interests in shares and Qnderlying shares stated above represent long positions.
The equity derivatives are physically settled and unlisted.
The interests of the diréctors of the Company in the underlying shares pursuant to equity derivatives represent options granted to them
pursuant to the share option schemes adopted by the Company.

(2) These shares were held by the following companies in which Mr Horst Julius Pudwill has a beneficial interest:

No. of shares

Sunning Inc. 185,584,764

Cordless Industries Company Limited* 37,075,030
‘ 222,659,794
(3) These shares were held by Cordless Industries Company Limited* in which Mr Roy Chi Ping Chung has a beneficial interest.

* Cordless industries Company Limited is owned as to 70% by Mr Horst Julius Pudwill and as to 30% by Mr Roy Chi Ping Chung.

Save as disclosed above, none of the directors and the chief executive of the Company was interested or had any short position in any
shares, underlying sharés and debentures of the Company and its associated corporations {(within the meaning of Part XV of the SFO) as at
30th June, 2004.
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SHARE OPTIONS

The following table discloses movements in the Company’s share options during the six months pericd ended 30th June, 2004:

No.of share  No. of shere
options options
Addition due granted exercised Subscription
No.ofshare  No.ofshare  toadjustment  subsequent  subsequent price
Date of Share options options  fortheshare  totheshare o the share Subscription  adjusted for
share option  Outstanding granted exercised subdivision  subdivision  subdivision Lapsed Outstanding price prior ~ the effect of
options  scheme aibeginning  beforeshare  beforeshare  made dwing  madedwing  made dwing during atendof  tothe share the shere
Name of Directors grented category of the period  subdivision®  subdivision®  the period  the period®  the periodir  the period the period  subdivision subdivision< Exercise period
HK$ HK$
Mr Horst Julius Pudwill 19.6.2001 B 2,200,000 - - 2,200,000 - - - 4,400,000 2.2600 1.1300  19.6.2001-18.6.2006
286.2002 C 12,864,000 - - 12,864,000 - - - 25728000 7.2000 36000  286.2002-27.6.2007
19.8.2003 C 280,000 - - 280,000 - - - 560,000 17.3700 86850  19.8.2003-189.2008
25.2.2004 C - 200,000 - 200,000 - - - 400,000 243400 121700 25.2.2004-24.2.2009
Mr Roy Chi Ping Chung 28.6.2002 C 6432000 - - 6432000 - - - 12,864,000 7.2000 36000  286.2002-27.6.2007
19.9.2003 C 280000 - - 280,000 - - - 560,000 17.3700 86850  19.8.2003-189.2008
25.2.2004 c - 200,000 - 200,000 - - - 400,000 243400 121700 25.2.2004-24.2.2009
Mr Kin Wah Chan 19.9.2003 ¢ 250,000 - - 250,000 - - - 500,000 17.3700 86850  19.5.2003-189.2008
25.2.2004 c - 500,000 - 500,000 - - - 1,000,000 243400 121700 25.2.2004-24.2.2009
1.3.2004 C - 500,000 - 500,000 - - - 1,000,000 250500 1252%0 1.3.2004-28.2.2009
Mr Chi Chung Chan 17.7.2003 C 500,000 - - 500,000 - - - 1,000,000 15.2500 76250  17.7.2003-16.7.2008
19.9.2003 C 250,000 - - 250,000 - - - 500,000 17.3700 86850  19.9.2003-18.9.2008
25.2.2004 C - 500,000 - 500,000 - - - 1,000,000 243400 121700 25.2.2004-24.2.2009
1.3.2004 C - 250,000 - 250,000 - - - 500,000 250500 125250 1.3.2004-28.2.2009
Dr Akio Urakami 6.6.2001 B 250,000 - 250,000 - - - - - 2.0920 1.0460 6.6.2001-5.6.2006
30.4.2002 ¢ 250,000 - - 250,000 - - - 500,000 6.4000 32000 30.4.2002-29.4.2007
5.7.2002 € 100,000 - - 100,000 - - - 200,000 6.7000 3.3500 5.7.2002-4.7.2007
17.7.2003 C 150,000 - - 150,000 - - - 300,000 15.2500 76250 17.7.2003-16.7.2008
25.2.2004 C - 150,000 - 150,000 - - - 300,000 243400 121700  25.2.2004-24.2.2009
Mr Vincent T. K. Cheung 304.2002 C 200,000 - - 200,000 - - - 400,000 64000 32000 304.2002-29.4.2007
17.7.2003 C 150,000 - - 150,000 - - - 300,000 152500 76250  17.7.2003-16.7.2008
25.2.2004 C - 50,000 - 50,000 - - - 100,000 243400 121700 25.2.2004-24.2.2009
Mr Joel Arthur Schleicher  30.4.2002 C 100,000 - - 100,000 - - - 200,000 64000 32000  30.4.2002-29.4.2007
17.7.2003 C 100,000 - - 100,000 - - - 200,000 15.2500 76250  17.7.2003-16.7.2008
25.2.2004 C - 50,000 - 50,000 - - - 100,000 243400 121700  25.2.2004-24.2.2009
Mr Christopher Patrick Langley  30.4.2002 C 100000 - 100,000 - - - - - 6.4000 32000  30.4.2002-29.4.2007
17.7.2003 C 100000 - - 100,000 - - - 200,000 152500 76250  17.7.2003-16.7.2008
25.2.2004 C - 50,000 - 50,000 - - - 100,000 243400 121700  25.2.2004-24.2.2009
Total for directers 24,556,000 2,450,000 350,000 25,656,000 - - - 53312,000
Employees 23.7.2001 B 300,000 - - 300,000 - - - 600,000 2.1160 1.0580  23.7.2001-22.7.2006
30.4.2002 C 4130000 - 1445000 2885000 - 1,462,000 - 3908,000 6.4000 32000 304.2002-29.4.2007
5.7.2002 C 1,000,000 - 250,000 750,000 - 500,000 - 1,000,000 6.7000 33500 5.7.2002-4.7.2007
6.6.2003 C 50,000 - - 50,000 - 100,000 - - 12.0800 6.0400 6.6.2003-5.6.2008
10.6.2003 C 500000 - - 500,000 - - - 1,000,000 12.3500 6.1750 10.6.2003-9.6.2008
17.7.2003 C 10,555,000 - 700000 9,855,000 - 3600000 24000 16,085,000 15.2500 76250  17.7.2003-16.7.2008
13.8.2003 C 30,000 - - 30,000 - - - 50,000 16.1500 80750  13.8.2003-12.8.2008
192003 C 32,000 - - 32,000 - - - 54,000 17.6500 88250 18.2003-31.8.2008
19.9.2003 c 102000 - - 102,000 - - - 204,000 17.3700 86850  19.8.2003-18.9.2008
18.12.2003 c 74,000 - - 74.000 - - - 148,000 207200 103600 18.12.2003-17.12.2008
1.3.2004 C ~ 5,683,000 - 5683000 - - - 11,366,000 250500  12.5250 1.3.2004-28.2.2009
1442004 C - 100,000 - 100,000 - - - 200,000 259000 129500  14.4.2004-13.4.2009
5.5.2004 c - 150,000 - 150,000 - - - 300,000 221000 110500 5.5.2004-4.5.2009
7.6.2004 c - - - - 200,000 - - 200,000 - 20000 7.6.2004-6.6.2009
256.2004 ¢ - - - - 40,000 - - 40,000 - 115000 255.2004-24.6.2009
Total for employees 16773000 5933000 2395000 20,311,000 240000 5662000 24000 35176000
Others 30.4.2002 C 250,000 - 250,000 - - - - - 64000 32000  30.4.2002-29.4.2007
41579000 8383000 2995000  46967,000 240000 5662000 24000 88,488,000
Total under Scheme B 2,750,000 - 250,000 2,500,000 - - - 5,000,000
Total under Scheme C 38829000 8383000 2745000 44,467,000 240000 5662000 24000 83488000
41579000 8383000 2995000 46367000 240000 5662000 24000 83483000
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Notes:

1 The number of shares exercisable under the options and the exercise price were adjusted during the six months period ended 30th June, 2004 for the effect of the
subdivision of the Company’s snares, effective on 31st May, 2004.

? Scheme adopted on 28th Novéinber, 1990 and expired on 27th November, 2000 (‘Scheme A').
Scheme adopted on 25th May, 2001 and terminated on 28th March, 2002 (‘Scheme B’).
Scheme adopted on 28th March, 2002 (‘Scheme ch.

13 The closing prices of the Compény's shares immediately before 25th February, 2004, 1st March, 2004, 14th April, 2004, 5th May, 2004, 7th June, 2004 and 25th June,
2004, the dates of grant, were HK$11.925, HK$12.900, HK$12.850, HK$11.250, HK$11.200 and HK$11.450 respectively, as adjusted for the effect of the subdivision of

the Company's shares during the period.

© The weighted average closing prices of the Company’s shares immediately before various dates on which the share options were exercised ranged from HK$10.57 to
HK$13.11 as adjusted for the effect of the subdivision of the Company’s shares during the period.

) No options cancelled during the period.

SUBSTANTIAL SHAREHOLDERS® INTERESTS

As at 30th June, 2004, thelinterests and short positions of the following persons, other than directors and chief executive of the Company, in the
shares, underlying shares and debentures of the Company which have been disclosed to the Company pursuant to Divisions 2 and 3 of Part XV of
the SFO have been recorded in the register kept by the Company pursuant to section 336 of the SFO:

|

Name ! Total interests in shares™ Approximate aggregate percentage of interests
FMR Corp. ‘ 156,547,000 11.71%
Wellington Management Company, LLP® 92,225,312 6.90%
J.P. Morgan Chase & Co.@ . 82,583,932 6.18%
Notes:

(1) Interests in shares stated above represent long positions.,

(2) The capacity of FMR Cdrp, in holding the 156,547,000 shares was as Investment Manager.

(3) The capacity of Wellington Management Company, LLP in holding the 92,225,312 shares was as Investment Manager.
(4) The following is a breakdown of the interests in shares of J.P. Morgan Chase & Co.:

Approximate

Name I Remarks Total interests in shares percentage of interests
‘ Direct interests Deemed interests
J.P. Morgan Chase & Co. (a) - 82,583,932 6.18%
J.P. Morgan Fleming Asset Management Holdings Inc. (b) - 41,205,000 3.08%
J.P. Morgan Fleming Asset Management (Asia) Inc. (b) - 40,987,500 3.07%
JF Asset Management Limited (b) 36,925,500 3,590,000 3.03%
JF Funds Limited (b) - 3,580,000 0.27%
JF Asset Management (Taiwan) Limited (b) 3,590,000 - 0.27%
JF International Managément Inc. (b) 472,000 - 0.04%
Raobert Fleming Holdings Ltd. (b) - 217,500 0.02%
Robert Fleming Asset Management Ltd. (b) - 217,500 0.02%
J.P. Morgan Fleming Asset Management (UK) Limited (b) 217,500 - 0.02%
JPMorgan Chase Bank: (b) 39,298,932 2,080,000 3.10%
J.P. Morgan International Inc. (b) ~ 2,080,000 0.16%
J.P. Morgan International Finance Limited (b -~ 2,080,000 0.16%
J.P. Morgan Holdings (UK) Limited (b) ~ 1,820,000 0.14%
J.P. Morgan Securities Ltc. (b) 1,820,000 - 0.14%
J.P. Morgan Overseas Gapital Corporation (b) -~ 260,000 0.02%
J.P. Morgan Whitefriarsiinc. (b) 260,000 - 0.02%

Remarks: ‘

(a) J.P. Morgan Chase & Co. is listed on the New York Stock Exchange.,
The capacity of J.P. Morgan Chase & Co. in holding the 82,583,932 shares was, as to 2,080,000 shares, as Beneficial Owner, as to 41,205,000
shares, as Investment Manager and, as to 39,298,932 shares, as Other. The 82,583,932 shares included a lending pool of 39,298,932 shares.
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(b) J.P. Morgan Fleming Asset Management Holdings Inc., J.P. Morgan Fleming Asset Management (Asia) Inc., JF Asset Management Limited,
JF Funds Limited, JF Asset Management (Taiwan) Limited, JF International Management Inc., Robert Fleming Holdings Ltd., Robert Fleming
Asset Management Ltd., J.P. Morgan Fleming Asset Management (UK) Limited, JPMorgan Chase Bank, J.P. Morgan International Inc.,

J.P. Morgan International Finance Limited, J.P. Morgan Holdings (UK) Limited, J.P. Morgan Securities Ltd., J.P. Morgan Overseas Capital
Corporation and J.P. Morgan Whitefriars Inc., were all direct or indirect subsidiaries of J.P. Morgan Chase & Co. and by virtue of the SFO,
J.P. Morgan Chase & Co. was deemed to be interested in the shares held by these subsidiaries.

Save as disclosed above, no other person was interested in or had @ short position in the shares, underlying shares and debentures of the
Company which would fall to be disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO as at 30th June, 2004.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than as disclosed above, at no time during the period was the Company, or any of its subsidiaries, a party to any arrangements to enable the
directors of the Company to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or any other body corporate
and neither the directors or the chief executive, nor any of their spouses or children under the age of 18, had any right to subscribe for the
securities of the Company, or had exercised any such right.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE
No contract of significance, to which the Company, or any of its subsidiaries, was a party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the periad or at any time during the period.

AUDIT COMMITTEE

The Audit Committee is composed of a majority of independent non-executive directors. The Audit Committee has reviewed with management the
accounting policies and practices adopted by the Group and discussed internal controls and financial reporting matters, including a review of the
unaudited interim financial statements for the six months ended 30th June, 2004.

COMPLIANCE WITK THE CODE OF BEST PRACTICE

None of the Directors of the Company is aware of any information which would reasonably indicate that the Company is not, or was not for any part
of the period, in compliance with the Code of Best Practice as set out by The Stock Exchange of Hong Kong Limited in Appendix 14 to the Listing
Rules.

PURCHASE, SALES OR REDEMPTICON OF SHARES

There has been no purchase, sale or redemption of shares of the Company by the Company or any of its subsidiaries during the period.

By Order of the Board
Horst Julius Pudwill
Chairman and Chief Executive Officer

Hong Kong,
12th August, 2004
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BETEEIEEREBNZEBRNETHE 1,372,327,14¢ 1,324,905,892
BEANMNEEERMNETHOERIURBACRAHEACRARNFBZ X EEHAER -
HERRRAMBEKE
TEBRTEPZBARENFATEE-—B -+ - HERR2ERESFTUT :
20045 20034
6A 308 12R 318
FER TRER
TEXTH 1,231,410 1,711,577
AT—BE—-B=-TH 200,085 346,828
—BZtT—HEKE 26,142 26,918
HERNESA 1,457,637 2,085,323
H 8 U BR 121,462 112,466
1,579,099 2,197,789
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8 EBEEX ENEBREHEEAE
RBERZERANMT -

20045 2003%
64 308 128 31H
FHRR TR
TEx+A | 932,301 1,042,276
AT—BE-B-TE 98,719 202,605
—B-t—-B#Nt 9,770 7,263
REGRmeE 1,040,790 1,252,144
AR } 1,506,915 2,809,963
HEth BN & 1 779,620 832,054
‘ 3,427,325 4,894,161
S B 2=
B B B
2004% 2003% 2004% 2003%
64 30H 128 318 65 30H 128 318
FHER T
Ak
AERE
W—A—BEREEO20ETZRG 800,000,000 800,000,000 160,000 160,000
B NEREEO20E L2 EERA 400,000,000 - 80,000 -
FEEmEI20E TN EHA
AEREMEOIOBRI RO AR 1,200,000,000 - - -
SREME0IER(ZST=F
SREE0208T) 2R A 2,400,000,000 800,000,000 240,000 160,000
BBTRMRRA
R—E—BSREMB020ETZRD 662,486,826 645,716,826 132,497 129,143
BOOGRBEERRERITRG 8,657,000 16,770,000 1,166 3,354
FREH0.208 T2 D& F M
BEREECIOE T 2R MM 665,481,826 - - -
SREAMBOIOGER(ZSB=F .
SREEO0.208!T) 2 RH 1,336,625,652 662,486,826 133,663 132,497

R-BZMERA-FNE ZAREZHERBLEERERM A B AD 2 AT AL (#508] & ) E 240,000,000
BT WEETRATESREEINETIEETRAZABRGFRRAFE N LERTEOIOET I ETERAMR ¢
BNBRERBRA KA SR - FENERA-+NABR=+—BEH -

RERBT2RNERTRERB RN EZERAE#EE -
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13.
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2004%F 2003%
6HA 308 128318
FTEX TER
BENERMBERTABEEHTE
BEVE BERRBZELAMX 108,716 85,598
EHEAORBERRPARITOEM
BEVE BEREBEZELAHAX 12,518 3,398
H AR A
2004%F 2003%
67 30R 128318
FER FET
PEBELABDBZEEBREMARTRHZER 25,288 16,904
BEEREEZEBRER 269,892 180,133
295,180 197,037

SHBEUEER

R_FROERNA+ARE FEBEMREERTIECEHTATARMES - BF &KX EHH140,000,000%
(#91,092000000% ) - EHEBR _EFAEIFLTERAE LN 2EAR - VS EBRELTRICEET BB
MERNATAREBRNEEARBERSFZUTERERL  REBARVLSEREERICCELRELREN  BHKE
B BHE5022584 k) - MERRAMBBPAL IS ETREANIN: UREEREZTEARMBEAKELATER
TBRADNLTI% - BRIFERNBRED  EARNBEEREIHE  FR2AMR_TRAFLANBRINSEEEEAS R 2107.76%HE
BERESF AWM RIZEZRLELANBHZERIGEZHN SHEFFAABEEREERAARERAEHZ
10459% B O 2 MR EBEQALHEF -

JT
=
=

BRUTBEFIRSEFBSESUNF—ROEXNRLEELRE BREATRETCRERAES MEFHESRAKS
HEBARRASCER UNRETRFZEBERERER -

BHETER_EFNELANBEBEK -

EnRERER
FARELRBEERSE  NISERAIERA 2 EEEEXGEH -
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LA H B /ALK I BT

HERXTET AEZH&@#?:%
RZBETEESNA=ZTE  KEEHFRBEG®RA (& #&Bﬁ“{\?&ﬁw)%xvg‘ﬁ?ﬁ7&8“ RNE ARFZEERTE
ﬁB(/\EﬁEEKR7EXE{Eﬂ$ﬁ I EEB(TERBHRRBERAEXNVE) ZK *ﬁ@iﬁxf REEEZERRAB(BERE
BERBERABTEZ E%‘XIEHB{/\E%&E?‘%%EZ%E& B RBREEFRBERMENNREETETREZERLR
Frér KERTEA Zti AREE LT AR EZRENTREAR S EETIEBEE AR AR SAMARCAUBXM D ZER
Mmoo :
| R 43 RE 2% (kiR mERERTE B3/ ERE %
DA/ BB 54/ BEFTEIR TAmMBEZ HERS WE 2
BEEpgE EEER BaME miEaBgMHo EBRRAERW B MHEED
Horst Julius Pudwill & & PN BEXEBA 71,874,000 31,088,000 326,481,794 24.43%
Pi/N]| (R 760,000 - -~
b /NI SEEEER 222,659,794 @ - -~
EETRE Fi /NS BE=#EAA 113,541,948 13,824,000 164,576,978 12.31%
/NI REER 136,000 - -~
b /NS REEEER 37,075,030@ - ~
BREE L E ¥: /NS EREAA 2,364,000 2,500,000 4,864,000 0.36%
fEREER % &£ YNNI BEEEEA 1,000,000 3,000,000 4,000,000 0.30%
BLEXEL PN E=#EE A 300,000 1,300,000 1,600,000 0.12%
wEIRE £ i/ ]! EEERA 1,920,000 800,000 2,720,000 0.20%
Joel Arthur Schleicher% 4 R E EmEAA 200,000 500,000 700,000 0.05%
Christepher Patrick Langleyst & i N/N]! E=EEA 490,000 300,000 790,000 0.06%

i
(1) bR REERBZESSERTR
BEFTETEUNEDHFATKUREEBR

HERMNHETIR

B

LW -
ARARZEERARBERANETIAMBAEZABRROESNAKBEARARAZELER

BlisE - T T 52 518 & Horst Julius Pudwillse £ B HEH

BB ETREEREZEL

: BHEE

Sunning Inc. 185,584,764
Cordless Industries Company Limited* 37,075,030
222,659,794

(3) tt E A% 5 &5 Cordless Industries Company Limited* 348 * MZ QMR EXTFAEEHEE -

* Cordless Industries Coﬁnpany Limited & Horst Julius Pudwillss £ JE & 70% 5% $8 3 F 5% 4 8 5 30% »
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BNTEERAA
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BE_FENFAAZTELEANEASRA FRFAEEAIVEEDHNT ¢
BB REE R H
A% @%  AE ROKFE BOKE REA HARE BARH HAS A B# K82
8% BR 68 ARF AGE KRORE FAGE FART BEE2 ae K@ pE
2RE WO 2E%  2@% 2@z FF2 FrE% S2E%  G%  2@% A2 @82
OBz BE EHC RRE RRAEC ZRAC RESEY RREY EREY 2RE  RRE REO 2RO HEm
BR_BR
Horst Julus Pucwil £ 19.6.2001 B 2200000 - - 2200000 - - - 4400000 22600 L1300 1962001-1862006
2862002 ¢ 1284000 - - 1285000 - - - 2578000 72000 36000 2862002276007
19.9.2003 C 280000 - - 280000 - - - %0000 173700 88850 199.2003-189.2008
2522004 ¢ - 200000 - 200000 - - - 0000 243400 121700 252.2004-2422009
gETRE 2862002 C 6432000 - - 6432000 - - - 1284000 72000 36000  286.2002-27.62007
1992003 C 280000 - - 280000 - - - 50000 173700 86850  199.2003-189.2008
2522004 ¢ - 20000 - 00 - - - 40000 24300 121700 2522004-2422000
REERE 199.2003 C 250000 - - 20000 - - - S000 173700 880 199.2003-189.2008
2522004 c - 500000 - 500000 - - - 100000 243400 121700 25.22004-2422009
132004 c - 500000 - 500000 - - - 1000000 250500 125250  132004-2822009
BrRis 17.7.2003 C 500000 - - 500000 - - - 1000000 152500 7650  17.7.2003-157.2008
19.9.2003 C o 250000 - - 250000 - - - 50000 173700 86830 199.2003-189.2008
2522004 c - 500000 - 50000 - - - 1000000 243400 121700 2522004-2422009
13.2004 c - 250000 - 250000 - - - S000 250500 12550  132004-2822009
Aryxit 662001 B 25000 - 2000 - - - - - 200 1040 662001-562006
3042002 C 250000 - - 20000 - - - 0000 64000 32000 30.4.2002-29.42007
5.7.2002 ¢ 100000 - - 100000 - - - 000 67000 3350 57.2002-47.2007
17.7.2003 C 150000 - - 150000 - - - 300000 152500 78250  1772003-167.2008
2522004 c - 150000 - 15000 - - S 0000 24300 121700 2522004242008
ERRAE 3042002 C 2000 - - 20000 - - - 40000 64000 32000 3042002-2942007
17.7.2003 C 150000 - - 150000 - - - 30000 152500 76250 177.2003-167.2008
2522004 ¢ - 50000 - 50000 - - - 100000 243400 121700 25.2.2004-2422009
Joe) Atthur 3042002 ¢ 200000 - - 100000 - - - 20000 6400 32000 3042002-29.42007
Schlecherst 1772003 C 100000 - - 100000 - - - 2000 152%0 7625  17.7.2003-16.7.2008
2522004 c - 50000 - 50000 - - - 100000 243400 121700 25.22004-2422009
Chritopher 3042002 ¢ 100000 - 100000 - - - - - 4000 32000 30.4.2002-29.4.2007
Patick Langleyi % 17.7.2003 C 100000 - - 100000 - - - 20000 152500 76250  17.7.2003-167.2008
2522004 c - 5000 - 5000 - - - 100000 263400 121700 252.2004-2422009
NEDRLE 245000 2450000 30000 2665000 - - - 53312000
E5 237.2001 B 30000 - - 000 - - - G000 21160 10580 237.2001-227.2006
3042002 ¢ 4130000 - 1445000 2685000 - 1462000 - 3508000 64000 32000 304.2002-29.4.2007
57,2002 C 1000000 - B000 750000 - 5000 - 100000 67000 3300 5.7.2002-47.2007
6:6.2003 C 50000 - - 500 - 100000 - - 12080 60400  662003-552008
106.2003 C 500000 - - 5000 - - - 1000000 12350 61730 106.2003-862008
1772003 C 10555000 - T000 985500 - 3600000 24000 16086000 15250 7620  17.7.2003-1672008
1382003 C 3000 - - 3000 - - - 60000 161500 80750  138.2003-1282008
19.2003 C 3200 - - 3200 - - - BA000 176500 882  19.2003-3132008
195.2003 C 102000 - - 102000 - - - 2000 173700 86BN 19.92003-189.2008
18122003 C 74000 - - 400 - - - 148000 207200 103600 1812.2003-17.12:2008
132004 ¢ - 5683000 - 5683000 - - - 1136000 250500 125250  132004-2822009
144204 c - 100000 - 100000 - - - 20000 25900 129500  1442004-1342009
552004 c - 150000 - 150000 - - - 30000 221000 110500  552004-452009
762004 ¢ - - - - 20000 - - 2000 - M0 762004-66200
2562004 c - - - - 4000 - - 40000 - 1100 2562004-2462000
@RpELE 16773000 5933000 2395000 20311000 240000 5662000 24000 35176000
-y 3042002 C 250000 - 25000 - - - - - R0 32000 304.2002-294.2007
0579000 83300 2995000 46367000 210000 5E62000 24000 88488000
B ET288 2750000 - 25000 250000 - - - 500000
CHETz28 B/EOMO 83O 2745000 446700 240000 5E62000 24000  B34BB00
£8 41579000 8383000 2995000 46967000 240000 5662000 24000 83483000
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OEB-EZANEF-_F-_+AR ZETENEZA—B —ZEWMEEA+MAE  ZEEWNETRAB —EEMESNACHBR-ITERE
ﬁﬂ:+£5%ﬁﬁ5%2m'Kﬁﬂ%ﬁz%ﬁﬁﬁm%u%%ﬁ~m%%ﬁ~m%%ﬁ‘u%%ﬁ~wm%ﬁ&n%mﬁﬂﬂﬁ
BOEFEZHEELRE) -

WEEEBARRETEEDZN A AR ZNETHRTFENTFIOSEAEZTBIUET(ERBNFHZIFBEREE) -

OFRMERNEEFEARBERTHY -

TEREZES |
RoOETEWNERASTE  REEBSRHASBAIEINMATERLATNETREEZRLRAZE  THAT(RAAZEERTE
ﬁEﬁz/\Eﬁ%ﬁl\)aﬁ%?}??ﬁ%a‘%&%@‘ﬁf%fﬁﬁ%xv%ﬁ%2&3%%ﬁ@¢ﬂEEE%ELN”AETZPMQ CHEROREBEECRERRAE
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57 | BOEREBED EHBIEOES
FMR Corp.® } 156,547,000 11.71%
Wellington Management Company, LLP® 92,225,312 6.90%
J.P. Morgan Chase & Co.@ 82 583,932 6.18%
MsE -

D EABRNESHBRETE -

(2) FMR Corp. ML 12 B 18 5 A & 17 £ %5 156,547,0008 B 15

(3) Wellington Management Company, LLPEA3Z B & 2B A & 1035 H 92225312 ik 19 ©
(4) J.P. Morgan Chase & Co.5 5 2 BB B % R AF I T -

& B B B ERBE ERBZHEAESL
| HEsE2AR EEEE AR

J.P. Morgan Chase & Co. (a) ~ 82,583,932 6.18%
J.P. Morgan Fleming Asset Management Holdings Inc. (b ~ 41,205,000 3.08%
J.P. Morgan Fleming Assst Management (Asia) Inc. (b) ~ 40,987,500 3.07%
JF Asset Management Limited (b) 36,925,500 3,550,000 3.03%
JF Funds Limited ‘ (b) ~ 3,550,000 0.27%
JF Asset Management (Taiwan) Limited (b) 3,590,000 - 0.27%
JF International Management Inc. o)) 472,000 - 0.04%
Robert Fleming Holdings Ltd. (o) -~ 217,500 0.02%
Robert Fleming Asset Management Ltd. (b) - 217,500 0.02%
J.P. Morgan Fleming Asset Management (UK) Limited (b 217,500 - 0.02%
JPMorgan Chase Bank: (b} 39,268,932 2,080,000 3.10%
J.P. Morgan International Inc. (b) ~ 2,080,000 0.16%
J.P. Morgan International Finance Limited (b) - 2,080,000 0.16%
J.P. Morgan Holdings (UK) Limited {(b) - 1,820,000 0.14%
J.P. Morgan Securities Ltd. (b) 1,820,000 - 0.14%
J.P. Morgan Overseas @apital Corporation (b - 260,000 0.02%

(b) 260,000 - 0.02%

J.P. Morgan Whitefriars Inc.

i . .

(a) J.P. Morgan Chase & Co A8V B H X BET L7 -
J.P. Morgan Chase & Co.bA T 51| & 15 4% 5 82,583,032k i% 15 : 2,080,000 L EmHE B A F M HE - 41205000 L ZELEB A F B
75 - 39208032 L EM M o L8258393208 8% 15 B 530,208 0328 T A S H 2 AR 1D -
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(b) J.P. Morgan Fleming Asset Management Holdings Inc. - J.P. Morgan Fleming Asset Management (Asia) Inc. » JF Asset Management Limited
JF Funds Limited - JF Asset Management (Taiwan) Limited + JF International Management Inc. - Robert Fleming Holdings Ltd. - Robert
Fleming Asset Management Ltd. - J.P. Morgan Fleming Asset Management (LK) Limited + JPMorgan Chase Bank + J.P. Morgan International
Inc. - J.P. Morgan International Finance Limited - J.P. Morgan Holdings (UK) Limited - J.P. Morgan Securities Ltd. - J.P. Morgan Overseas
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A
TECHTRONIC INDUSTRIES COMPANY LIMITED

(Incorporated in Hong Kong with limited liability)

US$140,000,000
Zero Coupon Convertible Bonds due 2009

The Zero Coupon Convertible Bonds due 2009 in the aggregate principal amount of US$140,000,000 (the “Bonds™) will
be issued by Techtronic Industries Company Limited (the “Issuer” or “TTI").

Each Bond will, at the option of the holder, be convertible (unless previously redeemed, converted or purchased and
cancelled) on and after 7 August 2004 up to and including 1 July 2009 into fully paid ordinary shares with a par value of
HK$0.10 each of the Issuer (the “Shares™) at an initial conversion price of HK$16.56 per Share (the “Conversion Price”). The
Conversion Price is subject to adjustment in the circumstances described under “Terms and Conditions of the Bonds —
Conversion”. The closing price of the Shares on The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange™)
on 16 June 2004 was HK$12.00 per Share.

In lieu of delivery of some or all of the Shares required to be delivered upon the valid exercise of a conversion right,
the Issuer may elect to make a cash settlement payment in respect of all or any portion of a holder’s Bonds deposited for
conversion. See “Terms and Conditions of the Bonds — Conversion — Conversion Procedure — Cash Settlement Option”.

The Bonds will not bear interest except in limited circumstances. Unless previously redeemed. converted or purchased
and cancelled, the Bonds will be redeemed at 107.76 per cent. of their principal amount on 8 July 2009. All or some of the Bonds
may be redeemed at the option of the relevant holder on 8 July 2007 at 104.59 per cent. of their principal amount. On or at
any time after 8 July 2007, the Issuer may redeem from time to time all or (save in the circumstances described in item (ii)
below, in which case all the Bonds must be redeemed) some only (being US$1,000,000 in principal amount or integral multiples
thereof) of the Bonds, at any time prior to maturity, at the relevant Early Redemption Amount (as defined in the Terms and
Conditions), provided, however, that no such redemption may be made unless either (i) for each of 30 consecutive Trading Days
(as defined in the Terms and Conditions), the last day of which period occurs no more than 5 Trading Days prior to the date
upon which notice of such redemption is published, the closing price of the Shares was at least 130 per cent. of the then
prevailing Conversion Price translated into US dollars at the Fixed Rate (as defined in the Terms and Conditions) on the relevant
Trading Day or (ii) at least 90 per cent. in principal amount of the Bonds has already been converted, redeemed or purchased
and cancelied. The Bonds may also be redeemed at the option of the holders at the Early Redemption Amount on the occurrence
of a Change of Control or a De-Listing (each as defined in the Terms and Conditions) of the Issuer. All, but not some only, of
the Bonds may be redeemed at any time at their Early Redemption Amount, together with accrued interest, in the event of certain
changes relating to Hong Kong taxation. See “Terms and Conditions of the Bonds — Redemption, Purchase and Cancellation”.

Application has been made to the Hong Kong Stock Exchange for the listing of. and permission to deal in, the Bonds
by way of selectively marketed securities (as defined in the Rules Governing the Listing of Securities on the Hong Kong Stock
Exchange (the “Listing Rules”)) and such permission is expected to become effective on 9 July 2004. The Shares are currently
listed on the Hong Kong Stock Exchange. Application has been made to the Hong Kong Stock Exchange for the listing of, and
permission to deal in, the Shares issuable upon conversion of the Bonds.

Investing in the Bonds and the Shares involves certain risks. See “Risk Factors” beginning on page 10.

Issue Price: 100 per cent.

The Bonds and the Shares to be issued upon conversion of the Bonds have not been and will not be registered under
the United States Securities Act of 1933, as amended (the “Securities Act”) and, subject to certain exceptions, may not
be offered or sold within the United States.

For a description of these and certain further restrictions on offers and sales of the Bonds and the Shares to be
issued upon conversion of the Bonds and the distribution of this Offering Circular, see “Subscription and Sale”.

The Bonds will be represented by beneficial interests in a global certificate (the “Global Certificate™) in registered form,
without interest coupons attached, which will be registered in the name of a nominee of, and shall be deposited on or about
8 July 2004 (the “Closing Date”), with a common depositary for, Euroclear Bank S.A./N.V., as operator of the Euroclear System
(“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream”).

Beneficial interests in the Global Certificate will be shown on, and transfers thereof will be effected only through.
records maintained by Euroclear and Clearstream. Except as described herein, certificates for Bonds will not be issued in
exchange for interests in the Global Certificate.

Joint Global Coordinators and Joint Bookrunners

qV AB1-AMAD ROTHSCHILD HSBC &>

The date of this Offering Circular is 6 July 2004




enquiries, confirms that (i) this Offering Circular contains all information with respect to the Issuer,
its subsidiaries and associated companies, (collectively, the “Group™), and the issue of the Bonds and
the Shares, which is material in the context of the issue and offering of the Bonds, (ii) the statements
contained in it relating to the Issuer and the Group are in every material respect true and accurate and
not misleading, and (iii) the opinions and intentions expressed in this Offering Circular with regard
to the Issuer and the Group are honestly held, have been reached after considering all relevant
circumstances and are based on reasonable assumptions; there are no other facts in relation to the
Issuer, the Group, the Bonds or the Shares the omission of which would, in the context of the issue
and offering of the Bonds, make any statement in this Offering Circular misleading in any material
respect and all reasonable enquiries have been made by the Issuer to ascertain such facts and to verify
the accuracy of all such information and statements. In addition, the Issuer accepts full responsibility
for the accuracy'of the information contained in this Offering Circular.

No person lhas been or is authorised to give any information or to make any representation
concerning the Issuer, the Group, the jointly controlled entities, the Bonds or the Shares other than as
contained hereinl and, if given or made, any such other information or representation should not be
relied upon as having been authorised by the Issuer, the Lead Managers, the Trustee or the Agents.
Neither the delivery of this Offering Circular nor any offering, sale or delivery made in connection
with the issue of the Bonds shall, under any circumstances, constitute a representation that there has
been no change or development reasonably likely to involve a change in the affairs of the Issuer, the
Group or the jointly controlled entities or any of them since the date hereof or create any implication
that the informaf:ion contained herein is correct as of any date subsequent to the date hereof. This
Offering Circular does not constitute an offer of, or an invitation by or on behalf of the Issuer, the
Lead Managers, the Trustee or the Agents to subscribe for or purchase any of, the Bonds or Shares and
may not be usedifor the purpose of an offer to, or a solicitation by, anyone in any jurisdiction or in
any circumstances in which such offer or solicitation is not authorised or is unlawful. This Offering
Circular is not intended to invite offers to subscribe for or purchase Shares.

No represer“ﬁtation or warranty, express or implied, is made or given by the Lead Managers, the
Trustee or the Agents as to the accuracy, completeness or sufficiency of the information contained in
this Offering Circular, and nothing contained in this Offering Circular is, or shall be reiied upon as,
a promise, representation or warranty by the Lead Managers, the Trustee or the Agents. This Offering
Circular is not intended to provide the basis of any credit or other evaluation nor should it be
considered as a recommendation by either the Issuer, the Lead Managers, the Trustee or the Agents
that any recipient of this Offering Circular should purchase the Bonds. Each potential purchaser of the
Bonds should determine for itself the relevance of the information contained in this Offering Circular
and its purchaseiof the Bonds should be based upon such investigations with its own tax, legal and
business adviser$ as it deems necessary.

This Offering Circular has been prepared by the Issuer solely for use in connection with the
proposed offering of the Bonds described in this Offering Circular. The distribution of this Offering
Circular and theioffering of the Bonds in certain jurisdictions may be restricted by law. Persons into
whose possession this Offering Circular comes are required by the Issuer and the Lead Managers to
inform themselvés about and to observe any such restrictions. No action is being taken to permit a
public offering of the Bonds or Shares deliverable upon conversion of the Bonds or the distribution
of this Offering Circular in any jurisdiction where action would be required for such purposes. There
are restrictions on the offer and sale of the Bonds and Shares deliverable on conversion or redemption
of the Bonds, and the circulation of documents relating thereto, in certain jurisdictions including the
United States, the United Kingdom, Japan, Singapore and Hong Kong, and to persons connected
therewith. For a description of certain further restrictions on offers, sales and resales of the Bonds and
distribution of this Offering Circular, see “Subscription and Sale”.




for a discussion of certain factors to be considered in connection with an investment in the Bonds.

Each person receiving this Offering Circular acknowledges that such person has not relied on the
Lead Managers or any person affiliated with the L.ead Managers in connection with its investigation
of the accuracy of such information or its investment decision.

The Hong Kong Stock Exchange takes no responsibility for the contents of this Offering
Circular, makes no representation as to its accuracy or completeness and expressly disclaims any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of
the contents of this Offering Circular.

Unless otherwise specified or the context requires, references herein to “Hong Kong dollars”,
“HK dollars” and “HK$” are to the lawful currency of Hong Kong, references herein to “US dollars”
or “USS$” are to the lawful currency of the United States of America (the “US”), references herein to
“Renminbi” or “RMB” are to the lawful currency of the People’s Republic of China (the “PRC”),
references to “HKFRS” are to Hong Kong Financial Reporting Standards and references to “IFRS” are
to International Financial Reporting Standards. For convenience only and unless otherwise noted, all
translations from HK dollars into US dollars in this Offering Circular were made at the rate of
HK$7.7941 to US$1.00, being the noon buying rates in New York City for cable transfers on 28 May
2004. No representation is made that the HK dollar or US dollar amounts referred to in this Offering
Circular could have been or could be converted into US dollars or HK dollars, as the case may be, at
any particular rate or at all. For further information relating to exchange rates, see “Exchange Rates”.

In this Offering Circular, where information has been presented in thousands or millions of units,
amounts may have been rounded up or down. Accordingly, totals of columns or rows of numbers in
tables may not be equal to the apparent total of the individual items and actual numbers may differ
from those contained herein due to rounding. References to information in billions of units are to the
equivalent of a thousand million units.

IN CONNECTION WITH THIS ISSUE, ABN AMRO BANK N.V. (HONG KONG BRANCH)
AND NM ROTHSCHILD & SONS (HONG KONG) LIMITED, ACTING THROUGH ABN AMRO
BANK N.V. (HONG KONG BRANCH), ON BEHALF OF THE LEAD MANAGERS MAY (TO
THE EXTENT PERMITTED BY APPLICABLE LAWS) OVER-ALLOT OR EFFECT
TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE BONDS
AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL FOR A
LIMITED PERIOD AFTER THE CLOSING DATE. HOWEVER, THERE MAY BE NO
OBLIGATION ON THE LEAD MANAGERS TO DO THIS. SUCH STABILISING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME, AND MUST BE BROUGHT TO AN
END AFTER A LIMITED PERIOD.
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The audited consolidated financial statements of the Issuer which are contained in the Annual
Reports of the Issuer for the years ended 31 December 2001, 2002 and 2003 are incorporated by
reference in this Offering Circular. Copies of the accounts are available and may be (i) obtained free
of charge at the registered office of the Issuer at 24/F, CDW Building, 388 Castle Peak Road, Tsuen
Wan, New Territories, Hong Kong or (ii) downloaded free of charge from the Issuer’s website on the
internet at www.ttigroup.com.
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The Issuer has made forward-looking statements in this Offering Circular regarding, among other
things, the Issuer’s financial condition, future expansion plans and business strategy. These
forward-lookiﬁg statements are based on the Issuer’s current expectations about future events.
Although the Issuer believes that these expectations and projections are reasonable, such forward-
looking statements are inherently stibject to risks, uncertainties and assumptions, including, among

other things:
) riskis associated with international global business activities;
L] general economic and political conditions;

L possible disruptions to commercial activities due to nature and human induced disasters,
including terrorist activities and armed conflict;

] fluctuations in foreign currency exchange rates; and
] those other risks identified in the “Risks Factors” section of this Offering Circular.

The words “anticipate,” “believe,” ‘“estimate,” “expect,” “intend,” “plan” and similar
expressions are intended to identify a number of these forward-looking statements. The Issuer
undertakes no iobligation to update or revise any forward-looking statements whether as a result of new
information, future events or otherwise. In light of these risks, uncertainties and assumptions, the
forward-looking events discussed in this Offering Circular might not occur and the Issuer’s actual
results could differ materially from those anticipated in these forward-looking statements.




The summary below is only intended to provide a very limited overview of information described
in more detail elsewhere in this Offering Circular. As it is a summary, it does not contain all of the
information that may be important to investors and terms defined elsewhere in this Offering Circular
shall have the same meanings when used in this Summary. You should therefore read this Offering
Circular in its entirety.

TTI is a limited liability company incorporated under the Companies Ordinance (Chapter 32 of
the Laws of Hong Kong) (the “Companies Ordinance”) on 24 May 1985. TTI, together with its
operating subsidiaries, including OWT, Homelite and Royal, is a world-leading manufacturer of
innovative home improvement power tools and outdoor products, floor care appliances and electronic
measuring products. TTI’s operations are divided primarily into three categories:

L Power tools and outdoor products
®  Floor care appliances
®  Solar and electronic products

TTI manufactures and sells its products under its own globally recognised leading brands,
namely, Ryobi®, Homelite®, VAX®, Royal®, Dirt Devil® and Regina®. TTI also manufactures products
on a private label basis to reputable innovative brand name customers such as Sears’ Craftsman® and
* RIDGID® series.

TTI initially began as an Original Equipment Manufacturer (“OEM™) for some of the best-known
names in the power tool industry such as Ryobi, Bosch and Sears. TTI subsequently expanded its
capabilities into product design and development to become an Original Design Manufacturer
(“ODM?”) and further evolved into an Own Brand Manufacturer (“OBM”) when it acquired Ryobi’s
North American power tool products business in August 2000. TTI made further steps towards its
vision of becoming a global OBM when it acquired Ryobi’s power tool products business in Europe,
Australia and New Zealand in August 2001 and February 2002, respectively. In November 2001, TTI
expanded into the consumer outdoor products business with the acquisition of Homelite. It recently
further expanded its outdoor products business by acquiring Ryobi’s outdoor products brand licence
in North America in January 2004. TTI is now the exclusive holder of the Ryobi brand licence for both
power tools, floor care and outdoor power equipment in North America, Europe, Australia and New
Zealand. TTI entered the floor care business by acquiring VAX in September 1999. It subsequently
expanded its floor care business with the acquisition of the Regina brand in early 2003 and Royal in
April 2003. The Royal acquisition brought into the TTI floor care portfolio the Dirt Devil and Royal
brands.

Headquartered in Hong Kong, TTI’s principal manufacturing plants are located in the PRC with
additional production facilities in North America. In-house research and marketing centers are located
in Hong Kong, the US, the United Kingdom (the “UK”), Germany and other countries.

TTI has been listed on the Hong Kong Stock Exchange since 1990. As of 2 July 2004, TTI had
a market capitalization of US$2,152,224,366 based on 1,336,625,652 Shares.

TTI has received various awards and accolades from its customers and the Hong Kong business
community over the past few years, including:

. Named by Asiamoney as one of the “Best Small Companies” and one of the “Overall Best
Investor Relations” Companies” in 2003

] “Partner of the Year” from the Hardware Department of the Canadian arm of The Home
Depot in 2003




® “Bullseye Award for Excellence” from the Target Corp in 2003
L “Hafrdware Vendor of the Year” from The Home Depot in October 2002

L “Indovator of the Year” from The Home Depot in October 2002 for TTI’s Ryobi line of
products

. “Partners in Progress Award” from Sears for 14 consecutive years since 1988, in
recdgnition of excellence in delivery, product marketability and product quality

L] “Intérnational Award” from the SCMP/DHL Hong Kong Business Awards 2001

The “International Award” is one of the most prestigious awards received by TTI to date, and
represents one of the highest accolades in Hong Kong’s business circles. To achieve this award, TTI
had to demonstrate, throughout the five years prior to receiving this award, that TTI penetrated new
markets or substantially increased its presence successfully overseas, thereby enhancing Hong Kong’s
international corporate reputation.

Dedicated to the progressive implementation of its competitive strategies, TTI has grown
significantly since it was first listed on the Hong Kong Stock Exchange in 1990. TTI achieved its 9th
consecutive year of double-digit growth, recording a 38.9% increase in turnover from HK$9,493
million (US$1,218 million) for the year ended 31 December 2002 to HK$13,183 million (US$1,691
million) for the year ended 31 December 2003, with a growth in net profits of 63.2% from HK$413
million (US$53 million) to HK$674 million (US$86 million). Between 1998 and 2003, TTI grew its
turnover at a 39.1% compound annual growth rate (‘CAGR”) and increased its net profits at a 38.9%
CAGR. TTI has historically generated substantial cash flow, allowing TTI to maintain conservative
leverage ratios.

TTI’s solid performance in 2003 was driven by a growth in turnover from the Power Tools and
Outdoor Products sectors (over 25% growth versus 2002) and significant turnover acceleration in the
Floor Care division (over 92% growth) mainly as a result of the consolidation of financials of Royal,
which TTI acquired in April 2003.




The following tables set forth the summary consolidated financial of the Issuer as at and for the
periods indicated. The summary audited consolidated financial information as at and for the years
ended 31 December 2001, 2002 and 2003 set forth below are extracted from the previously published
Issuer’s audited consolidated financial statements as explained in the following paragraph and should
be read in conjunction with the previously published audited consolidated financial statements of the
Issuer for each of the three years ended 31 December 2001, 2002 and 2003 (including the audited
consolidated profir and loss accounts of the Issuer for each of the three years ended 31 December
2001, 2002 and 2003 and the audited consolidated balance sheets of the Issuer as at 31 December
2001, 2002 and 2003) and the notes thereto included elsewhere in this Offering Circular. Certain items
in the consolidated financial statements of the Issuer as at and for the years ended 31 December 2001,
2002 and 2003 have been aggregated for the purpose of presentation of the summary financial
information in the tables below.

The figures for the year ended 31 December 2003 have been extracted from the Issuer’s audited
financial statements for the year ended 31 December 2003. The figures for the year ended 31
December 2002 have been extracted from the Issuer’s audited consolidated financial statements for
the year ended 31 December 2003 since the comparatives for the vear ended 31 December 2002 have
been restated to reflect the changes in accounting policy on adoption of Statement of Standard
Accounting Practice (“SSAP”) 12 (Revised) “Income taxes” issued by the Hong Kong Society of
Accountants during 2003. The figures for the year ended 31 December 2001 have been extracted from
the Issuer’s consolidated financial statements for the year ended 31 December 2001. No such
restatement to reflect changes in accounting policy on the adoption of SSAP 12 (Revised) has been
made for the figures for the year ended 31 December 2001 set out below.

The Issuer’s consolidated financial statements are prepared and presented in accordance with
HKFRS. HKFRS differs in certain respects from IFRS. For a discussion of the differences between
HKFRS and IFRS, see “Summary of Certain Differences Between HKFRS and IFRS”.




TUINOVEL . . . e e

Costofsales:. ........ . . . . . . . .

Gross profit ... ... .. e
Other revenue .. ......... .. ... .. . . .
Selling, distribution, advertising and warranty expenses. . . .
Administrative expenses. ................... L
Research andidevelopment costs ... ..................

Profit from operations . .. ....... .. ... ... .. . ...

Finance costs. ... ... ... ... . ...

Profit before share of results of associates and taxation. . ..
Share of results of associates. . . .....................

Profit before taxation. . ....... ... ... ... . ...,
Taxation. . . ... . .

Profit before minority interests . .....................

Minority interests. . . ....... ... ... . ... [

Profit for the jyear . .. ... ... ... ... .. .. ... ..
Dividend Paid . . ...... ... ... ... ... . ...

Earnings per share
Basic ... ..

Note: (1) See second paragraph of page 3 for details.

(audited)

Years ended 31 December

2003

2002 2001

(in thousands of Hong Kong dollars,

except per share data)

13,182,808 9,492,938 6,101,140
(9,284,759) (7,025,629) (4,594,011)
3,898,049 2,467,309 1,507,129
56,318 69,233 41,396
(1,574,549) (1,018,925) (516,684)
(1,246,615) (826,075) (595,698)
(268,244) (111,784) (79,931)
864,959 579,758 356,212
(95,731) (83,978) (91,000)
769,228 495,780 265,212
(987) 121 (300)
768,241 495,901 264,912
(66,811)  (70,246)  (22,940)
701,430 425,655 241,972
(27,457) (12,241) (3,125)
673,973 413,414 238,847
113,251 83,755 60,057
HK$1.03 66.0 cents 42.02 cents
HK$1.01 66.0 cents 41.83 cents




2003

20020

2001

(in thousands of Hong Kong dollars)

Assets
Non-current assets

Property, plant and equipment. . .. ........ ... ... .... 904,356 846,766 678,629
Goodwill ... ... .. .. 652,760 107,714 83,815
Negative goodwill. . ... ... ... .. .. .. .. .. ... ... (33,175) (37,481) (26,722)
Intangible assets. . ....... ... . ... .. ... .. . 25,154 12,858 5,759
Interests in associates. .. .. ... ... . 118,394 117,265 108,366
Investments in securities. . . ... . ... ... ... 41,419 55,447 60,530
Deposit for acquisition of a subsidiary .. ............. — — 148,200
Deferred tax @sSetsS . . . .. .. vttt i e 273,937 168,196 21,193
Other asSets . . . o v v i i 1,195 1,195 1,195
1,984,040 1,271,960 1,080,965
Current assets
INVentories . . . . . ..o i 2,491,650 1,592,034 799,975
Trade and other receivables ... .................... 2,197,789 1,213,434 598,361
Deposits and prepayments. . ... ....... ... ... 293,408 197,997 309,448
Bills receivable. . . .. ... ... ... 36,409 261,186 331,431
Investments in SeCUrities . . ... .................... 5,575 7,385 4,899
Tax recoverable . ... ........ .. ... . ... . ... . 51,274 16,858 —
Trade receivable from associates. . .. ................ 48 6,760 2,511
Pledged bank deposit . ........... ... ... .. .. ... — — 27,300
Bank balance, deposits and cash. .. ........... ... ... 2,586,075 1,855,491 616,739
7,662,228 5,151,145 2,690,664
Current liabilities
Trade and other payables .. ... ..... ... ... ... ...... 2,084,198 1,462,030 1,102,700
Bills payable ... ... ... ... . . ... ... 2,809,963 1,613,634 602,903
Warranty provision. ... ........ ... 208,552 79,315 26,979
Trade payable to an associate . .................... 3,230 — —
Tax payable ... ... ... ... . 68,114 52,787 12,149
Obligations under finance leases — due within one year . 5,485 7,336 10,263
Borrowings — due within one year ................. 497,975 781,156 217,060
5,677,517 3,996,258 1,972,054
Net current @assets. . . ... ...t it 1,984,711 1,154,887 718,610
Total assets less current liabilities .. .. .............. 3,968,751 2,426,847 1,799,575

Nore: (1) See second paragraph of page 3 for details.




2003

2002

2001

(in thousands of Hong Kong dollars)

Capital and Reserves

Share capitali. . .. ... .. . ... e 132,497 129,143 114,903
Reserves .. .................................... 2,380,387 1,698,794 988,471
2,512,884 1,827,937 1,103,374
Minority Interests .. ................... ... .. ..... 46,374 18,917 9,977
Non-current‘;Liabilities
Obligations under finance leases — due after one year .. .. 14,261 3.497 8,721
Borrowings — due after one year . ... 1,348,497 554,059 675,967
Deferred tax liabilities. . ... ... ... .. ... . ... .. .. .... 46,735 22,437 1,536
1,409,493 579,993 686,224
3,968,751 2,426,847 1,799,575

Note: (1) See second paragraph of page 3 for details.




Phrases used in this summary and not otherwise defined shall have the meanings given to them
in “Terms and Conditions of the Bonds”.

Issuer. ... ..

Lead Managers. . .. ...........

Issue Price. .
Denomination
Interest .. ..

Closing Date

Negative Pledge. . .. ..........

Conversion Period for

the Bonds

Techtronic Industries Company Limited

ABN AMRO Bank N.V. (Hong Kong Branch) and NM
Rothschild & Sons (Hong Kong) Limited, each trading as
ABN AMRO Rothschild and The Hongkong and Shanghai
Banking Corporation Limited

US$140,000,000 aggregate principal amount of Zero Coupon
Convertible Bonds due 2009, convertible into fully-paid
ordinary shares with par value of HK$0.10 each of the Issuer
(the “Bonds™).

100 per cent.

US$1,000 and integral multiples thereof.
The Bonds do not bear interest.

8 July 2004.

So long as any Bond remains outstanding (as defined in the
Trust Deed), the Issuer will not create or permit to subsist,
and the Issuer will procure that no Subsidiary (as defined in
the Terms and Conditions) creates or permits to subsist, any
mortgage, charge, pledge, lien or other form of encumbrance
or security interest (“Security”) upon the whole or any part of
its undertaking, assets or revenues, present or future, to
secure any Investment Securities (as defined in the Terms and
Conditions) or to secure any guarantee of or indemnity in
respect of any Investment Securities unless, at the same time
or prior thereto, the Issuer’s obligations under the Bonds and
the Trust Deed (a) are secured equally and rateably therewith,
or (b) have the benefit of such other security, guarantee,
indemnity or other arrangement as shall be approved by an
Extraordinary Resolution (as defined in the Trust Deed) of the
Bondholders.

From and including 7 August 2004 up to and including the
close of business (at the place where the certificate
evidencing such Bond is deposited for conversion) on 1 July
2009 or, if the Bonds shall have been called for redemption
before 8 July 2009, then up to a date no later than seven
business days prior to the date fixed for redemption thereof.




Cash Settlemént Option . . ... ...

Final Redemption. . ... ..... ...

Redemption :'at
the Issuer .

the Option of

Tax Redemﬁtion .............

Redemptionf at the Option of the

Bondholders

ao tlalioldivia 111MV Ud duidldlo abv LM 11AMLG 13l Ve VUil VLY =
HK$7.7977 (the “Fixed Rate”)) which will be subject to
adjustment for, amongst other things, subdivision or
consolidation of Shares, bonus issues, rights issues and other
dilutive events.

In lieu of delivery of some or all of the Shares required to be
delivered upon the valid exercise of a conversion right, the
Issuer may elect to make a cash settlement payment in respect
of all or any portion of a holder’s Bonds deposited for
conversion. See “Terms and Conditions of the Bonds —
Conversion — Conversion Procedure — Cash Settlement
Option”.

Unless previously redeemed, converted or purchased and
cancelled in the circumstances referred to in the Terms and
Conditions, the Bonds will be redeemed on 8 July 2009 at
107.76 per cent. of their principal amount.

On or at any time after 8 July 2007 and prior to the Maturity
Date (as defined in the Terms and Conditions), the Issuer may
redeem from time to time all or (save in the circumstances
described in item (b) below, in which case all the Bonds must
be redeemed) some only (being US$1,000,000 in principal
amount or integral multiples thereof) of the Bonds at the
relevant Early Redemption Amount (as defined in the Terms
and Conditions) if (a) the closing price of the Shares (as
defined in the Terms and Conditions), converted into US
dollars at the Prevailing Rate, for each of 30 consecutive
Trading Days, the last of which occurs not more than 5
Trading Days prior to the date upon which notice of such
redemption is published, was at least 130 per cent. of the then
prevailing Conversion Price translated into US dollars at the
Fixed Rate on the relevant Trading Day or (b) at least 90 per
cent. in principal amount of the Bonds has already been
converted, redeemed or purchased and cancelled.

The Issuer may redeem all, but not some only, of the Bonds
at the Early Redemption Amount in the event of certain
changes in Hong Kong taxation. See “Terms and Conditions
of the Bonds — Taxation”.

On 8 July 2007, the holder of each Bond will have the right
at such holder’s option, to require the Issuer to redeem all or
some only of the Bonds at 104.59 per cent. of their principal
amount. In addition, following the occurrence of a Change of
Control or a De-Listing (each as defined in the Terms and
Conditions) of the Issuer, the holder of each Bond shall have
the right at such holder’s option, to require the Issuer to
redeem all or some only of the Bonds on the Relevant Event
Put Date (as defined in the Terms and Conditions) at the Early
Redemption Amount.




Governing Law . ...

Trustee ..........

Listing and Trading

Global Certificate, which will be registered in the name of a
nominee of, and deposited on the Closing Date with a
common depositary for, Euroclear and Clearstream.
Beneficial interests in the Global Certificate will be shown on
and transfers thereof will be effected only through records
maintained by Euroclear and Clearstream. Except as
described herein, certificates for Bonds will not be issued in
exchange for beneficial interests in the Global Certificate.

English law
The Bank of New York

Application has been made to list the Bonds and the Shares
issuable upon conversion of the Bonds on the Hong Kong
Stock Exchange.

The Shares are currently, and those Shares to be issued upon
conversion of the Bonds will be, listed on the Hong Kong
Stock Exchange.
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Prior to. making any investment decision, prospective investors should consider carefully all of
the information in this Offering Circular, including the risks and uncertainties described below. The
business, financial condition or results of operations of the Group could be materially adversely
affected by any of these risks. Additional considerations and uncertainties not presently known to the
Issuer or which the Issuer currently deems immaterial, may also have an adverse effect on an
investment ini the Bonds.

RISKS RELATING TO THE GROUP’S BUSINESS

The Group
The Issuer rélies on dividends, other distributions on equity and other payments paid by its
subsidiaries to fund any cash requirements it may have.

The Issuer is principally a holding company. The Issuer relies on dividends and other
distributions on equity paid by its subsidiaries, its associated companies and its jointly controlled
entities and service fees for its cash requirements in excess of any cash raised from investors and
retained by it. The Issuer’s subsidiaries are separate and distinct legal entities and have no obligation
to pay any amounts due on the Bonds or to provide the Issuer with funds for the Issuer’s payment
obligations, whether by dividends, distributions, loans or other payments. Any payment of dividends,
distributions, loans or advances by the Issuer’s subsidiaries will also be contingent upon their earnings
and could be jsubject to contractual restrictions. If any of the Issuer’s subsidiaries incurs debt in the
future, the instruments governing the debt may restrict their ability to pay dividends or make other
distributions to the Issuer.

The Group reélies on key researchers and engineers, senior management and production facility
operators, and the loss of the services of any such personnel or the inability to attract and
retain them may negatively affect its business.

The Group’s success depends to a significant extent upon the continued service of its research
and development and engineering personnel, and on its ability to continue to attract, retain and
motivate qualified researchers and engineers, especially during periods of rapid growth. In particular,
the Group’s focus on leading the market in introducing new products and advanced manufacturing
processes has meant that it must aggressively recruit engineers with expertise in cutting-edge
technologies.:

The Group also depends on the continued services of experienced key senior management in
particular its Chairman and Chief Executive Officer, Horst Julius Pudwill and its Managing Director,
Roy Chi Ping Chung, and if it loses their services, it would be difficult to find and integrate
replacement ﬁersonnel in a timely manner, or at all.

The loss of the services of any of the Group’s research and development and engineering
personnel, key senior management or skilled operators without adequate replacement, or the inability
to attract new qualified personnel, would have a material adverse effect on the Group’s operations.

A downturn m the business of the Group’s key customers could reduce the Group’s sales and
profitability.

A relatiVely small number of key customers, including The Home Depot, Inc. (“The Home
Depot”) and Sears, Roebuck and Company (“Sears”) currently account for a significant portion of the
Group’s sales revenue. In the aggregate, sales to the Group’s top 5 customers accounted for
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long term supply contracts in place with certain of these key customers, there are no assurances that
these relationships will continue to yield the same level of sales and revenue in the future.

If the Group is unable to effectively manage seasonal fluctuations in the demand for the
Group’s products, its business and profitability may be adversely affected.

The Group has in the past experienced, and the Group expects to continue to experience, seasonal
fluctuations in the demand for its products. In particular, the Group generally operates at a higher
capacity utilisation level during the third and fourth quarters of the year. If the Group is unable to
increase its manufacturing capacity to meet seasonal or additional future demand on a timely basis,
its customers may seek other manufacturing sources to meet their needs and its business and
profitability may be adversely affected. In addition, if the Group is unable to effectively manage its
manufacturing capacity during a seasonal downturn in demand, its results of operations would also be
adversely affected.

The financial condition of the Group may be adversely affected if it cannot introduce new
products to adapt to rapidly evolving customer needs and advancements in technology.

The Group’s success will depend greatly on its ability to anticipate and respond to emerging
consumer demands on a timely basis. Any delay in the development of commercially successful
products with reliable quality and advanced features may adversely affect the Group’s business. In
addition, advances in technology typically lead to rapid declines in sales volumes for products made
with older technologies and may lead to certain products becoming less competitive in the
marketplace, or even obsolete.

As a result, the Group is investing large sums in the development and marketing of new products
and services. These investments might be made in unproven technologies or for products with no
proven markets and may therefore yield limited returns. The Group cannot provide assurance that it
will be able to continue to successfully develop new products through its research and development
efforts or by obtaining technology licenses or that it will keep pace with technological changes in the
marketplace.

The Group’s business depends in part on its ability to obtain and preserve intellectual property
rights.

The Group’s ability to compete successfully and achieve future growth will depend, in part, on
its ability to protect its proprietary technology. The Group relies on patents, copyrights and trade
secret protection rights to protect some of its proprietary technologies and products. The Group cannot
ensure that these measures will provide meaningful protection of its intellectual property or
commercial advantage. For example, its competitors may be able to use its technologies to develop
similar or superior products, and the Group may not have sufficient financial and legal resources to
protect and enforce its rights. Currently, in excess of 90% of the Group’s patents have been registered
in a number of countries including the US, Germany, France, UK and Australia. The Group intends
to continue to file patent applications when appropriate to protect its proprietary technologies, but the
process of seeking patent protection can be lengthy and expensive. In addition, patents may not be
issued for pending or future application. Furthermore, if patents are issued, they may be challenged,
invalidated or circumvented. Moreover, the various countries in which the Group market its products
may not protect its intellectual property rights to the same extent as does the US and Europe.
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The Group may need to enforce its patents or other intellectual property rights or defend itself
against allegejd infringement of the rights of others through litigation and other dispute resolution
mechanisms, ;which could result in substantial cost and diversion of the Group’s resources. If the
Group faces ciaims and litigation relating to patent infringement or other intellectual property matters,
its business could suffer.

!

Ability to compete successfully also depends, in a large part, on the ability to operate without
infringing the proprietary rights of others. The Group may not be aware of the intellectual property
rights of comi‘qetitors or other third parties, or familiar with the laws governing those rights in other
countries in which its products are or may be sold. As the number of patents, copyrights and other
intellectual property rights in the Group’s industry increases, the Group and other companies in its
industry will face more frequent intellectual property infringement claims. The Group has, in the past,
received notices from competitors or other third parties alleging that processes used in manufacturing
its products or providing its services infringe on the intellectual property rights of third parties.
Although therb are no material pending or threatened intellectual property lawsuits against the Group,
it may face litigation or patent infringement claims in the future. If any third party makes a valid claim
against the Gfoup, it could be required to:

|
e dis&;:ontinue the use of certain processes;

L ceaj!se the manufacture, use, import and sale of infringing products;

L] pa)% substantial damages;

L acQuire licenses to the technology the Group had allegedly infringed; or
L seej@k to develop, if feasible, alternative non-infringing technologies.

The Group’s business, financial condition and results of operations could be materially and
adversely affected by any of these developments.

Product defeéts resulting in a large-scale product recall or successful product liability claims
against the Group could result in significant costs or negatively impact the Group’s reputation.

The Group is sometimes exposed to warranty and product liability claims with respect to its
products. However, the Group has not experienced a significant product recall or large-scale warranty
claim. There éan be no assurance that the Group will not experience material product liability losses
arising from such claims in the future and that these will not have a negative impact on the Group’s
reputation and, consequently, its sales. The Group generally records warranty provisions in its
accounts based on historical defect rates, but there can be no assurance that these warranty provisions
will be adequate for liabilities ultimately incurred.

The Group relies on suppliers for raw materials and may be unable to obtain raw materials in a
timely and cost-effective manner.

The Group must obtain sufficient quantities of raw materials at acceptable prices in a timely
manner. The ¢roup sources most of its raw materials from a limited group of suppliers, mostly from
the PRC. In addition, the Group purchases its materials on a purchase order basis and has no long-term
contracts with any of its suppliers. The Group has occasionally experienced short-term effects due to
price fluctuations. If a significant shortage of raw materials were to occur and the Group was to be
unable to obtain raw materials from its suppliers in a timely and cost-effective manner, its operating
results would be materially adversely affected.
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The Group’s success depends in part on its ability to meet the rising demand for new innovative
products globally. If the Group is unable to obtain new equipment on a timely basis, or if there occur
delays or other constraints in the expansion or construction of its manufacturing plants, it may not be
able to complete its expansions plans in time, or at all, which may have a material adverse effect on
its operating results. The Group is currently in the process of transferring the Royal’s “back-end”
engineering and manufacturing functions to Asia. The relocation is expected to be completed by end
of 2004. In addition, the Group has begun construction of a major new manufacturing and research and
development complex close to its existing facilities in southern parts of the PRC. The construction of
the first phase is expected to be completed in 2005 and the final completion is expected to be
completed in 2007. There may be a chance that the relocation and/or the construction will not
complete in a timely manner which may have a negative impact on the Group’s operations.

The Group and its suppliers are vulnerable to natural disasters and other events outside their
control, the occurrence of which may seriously harm the Group’s business.

The Group’s operations and those of its suppliers in the PRC are particularly vulnerable to
earthquakes, floods, typhoons, power losses, and other natural disasters. Disruption of operations due
to such natural disasters could cause delays in shipments of the Group’s products, which could lead
its customers to obtain products from other sources. In addition, as a result of the growth in companies
relocating their manufacturing base to the PRC, severe constraints have been placed on the water and
electricity supply in the region where most companies are located. Any shortages of water or
electricity could have a material and adverse effect on the Group’s operations.

Regulatory, political and economic developments in the PRC may affect the Group’s ability to
expand its manufacturing operations into the PRC.

The Group plans to expand its manufacturing operations into the PRC, whether through
acquisitions, joint ventures or other arrangements, will expose the Group to a number of additional
risks, including unexpected changes in regulatory requirements, potentially adverse tax and regulatory
consequences, export and import restrictions and controls, currency exchange restrictions, tariffs and
other trade barriers, political instability and fluctuations in currency exchange rates. Any one of these
factors could have a material adverse effect on the Group’s results of operations.

Disruptions in the international trading environment may seriously decrease the Group’s
international sales.

The sales of the Group are made to overseas customers with a substantial portion of the Group’s
net sales derived from sales to customers located in the US. As a result, the Group’s business will
continue to be vulnerable to disruptions in the international trading environment, including adverse
changes in foreign government regulations, political unrest, war or escalation of hostilities in the
international community and international economic downturns. These disruptions in the international
trading environment may affect the demand for their products and change the terms upon which the
Group sells their products overseas, which could seriously decrease its revenues.

The Group is subject to risks associated with the PRC legal system.

Since 1979, many laws and regulations dealing with general economic matters or particular
economic activities have been promulgated in the PRC. However, enforcement of existing laws and
regulations may be uncertain and sporadic, and implementation and interpretation thereof may be
inconsistent. The PRC judiciary is relatively inexperienced in enforcing the laws and regulations that
currently exist, leading to a degree of uncertainty as to the outcome of any litigation. Further, it may
be difficult to obtain swift and equitable enforcement, or to obtain enforcement of a judgment by a
court of another jurisdiction. The PRC’s legal system is based on written statutes and, therefore,
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may be subjec}t to policy changes. As the PRC legal system develops, changes in such legislation or
interpretation ‘thereof may have an adverse effect on our module assembly operations or future
expansion plans.

The Group co}uld face increasing competition which may adversely affect its market share and
profitability.

TTI’s revenue growth has partly been the result of gaining market share from competitors in its
key markets, in particular the US. While TTI believes it has several competitive advantages, some of
TTI’s compeﬁitors may over time react to TTI's increasing market share by switching their
manufacturing base to lower cost countries, introducing new products, reducing price levels or
conducting more aggressive promotions. More intense competition could negatively impact TTI’s
market share, put pressure on TTI to reduce its price levels or take other actions to maintain its market
share, which é‘;ll could adversely affect TTI’s profitability.

RISKS RELATING TO THE BONDS
If an active t:iading market for the Bonds does not develop, the price of the Bonds may suffer
and may decline below the initial offering price.

There can be no assurance as to the liquidity of the Bonds or that an active trading market will
develop. If such a market were to develop, the Bonds could trade at prices that may be higher or lower
than the initial issue price depending on many factors, including prevailing interest rates, the Issuer’s
operations and the market for similar securities. The Lead Managers are not obliged to make a market
in the Bonds dnd any such market making, if commenced, may be discontinued at any time at the sole
discretion of ﬁhe Lead Managers. Although an application has been made to have the Bonds listed on
the Hong Koﬁg Stock Exchange, no assurance can be given as to the liquidity of, or trading market
for, the Bonds.

There may be less publicly available information about the Issuer than is available in certain
other jurisdictions and the Issuer’s financial statements are prepared and presented in
accordance with HKFRS.

There may be less publicly available information about companies listed in Hong Kong such as
the Issuer than is regularly made available by public companies in certain other countries. In addition,
the Issuer’s financial statements are prepared and presented in accordance with HKFRS, which differs
in certain significant respects from IFRS. See “Summary of Certain Differences Between HKFRS and
IFRS”.

Conversion of the Bonds will dilute the ownership interest of existing shareholders and could
adversely aff?ct the market price of the Shares.

The conversion of some or all of the Bonds will dilute the ownership interests of existing
shareholders. Any sales in the public market of the Shares issuable upon such conversion could
adversely afféct prevailing market prices for the Shares. In addition, the existence of the Bonds may
encourage short selling of the Shares by market participants.
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The following other than the words in italics is the text of the Terms and Conditions (the
“Conditions”) of the Bonds, which includes summaries of, and is subject to, the more detailed
provisions of the Trust Deed referred to below. You are urged to read the Trust Deed in its entirety as
it defines your rights and obligations as a holder of the Bonds:

The issue of the US$140,000,000 aggregate principal amount of Zero Coupon Convertible Bonds
due 2009 (the “Bonds”, which term shall include, unless the context requires otherwise, any further
Bonds issued in accordance with Condition 15 and consolidated and forming a single series therewith)
of Techtronic Industries Company Limited (the “Issuer™) and the right of conversion into Shares (as
defined in Condition 6(A)(vi)) was authorised by a resolution of the Board of Directors of the Issuer
passed on 16 June 2004. The Bonds are constituted by a trust deed (the “Trust Deed”) to be dated 8
July 2004 and made between the Issuer and The Bank of New York as trustee for the holders of the
Bonds (the “Trustee”, which term shall, where the context so permits, include all other persons or
companies for the time being acting as trustee or trustees under the Trust Deed). The Issuer has entered
into a paying and conversion agency agreement (the “Agency Agreement”) to be dated 8 July 2004
with the Trustee, The Bank of New York as registrar and principal paying, conversion and transfer
agent (the “Registrar” or, as the case may be, “Principal Agent”) and the other paying, conversion and
transfer agents appointed under it (each a “Paying Agent”, “Conversion Agent”, “Transfer Agent”
(references to which shall include the Registrar) and together with the Registrar and the Principal
Agent, the “Agents”) relating to the Bonds. References to the “Principal Agent”, “Registrar” and
“Agents” below are references to the principal agent, registrar and agents for the time being for the
Bonds. The statements in these Terms and Conditions include summaries of, and are subject to, the
detailed provisions of the Trust Deed. Unless otherwise defined, terms used in these Conditions have
the meaning specified in the Trust Deed. Copies of the Trust Deed and of the Agency Agreement are
available for inspection at the registered office of the Trustee being at the date hereof at One Canada
Square, 48th Floor, London E14 SAL, United Kingdom and at the specified offices of each of the
Agents. The Bondholders are entitled to the benefit of the Trust Deed and are bound by, and are
deemed to have notice of, all the provisions of the Trust Deed and the Agency Agreement applicable
to them.

1. STATUS

The Bonds constitute direct, unsubordinated, unconditional and (subject to the provisions of
Condition 4) unsecured obligations of the Issuer and shall at all times rank pari passu and without any
preference or priority among themselves. The payment obligations of the Issuer under the Bonds shall,
save for such exceptions as may be provided by applicable legislation and subject to Condition 4, at
all times rank at least equally with all of its other present and future unsecured and unsubordinated
obligations.

2. FORM, DENOMINATION AND TITLE
(A) Form and Denomination

The Bonds are issued in registered form in the denomination of US$1,000 each or any integral
multiples thereof without coupons attached. A Bond certificate (each a “Certificate”) will be issued
to each Bondholder in respect of its registered holding of Bonds. Each Bond and each Certificate will
be numbered serially with an identifying number which will be recorded on the relevant Certificate
and in the register of Bondholders which the Issuer will procure to be kept by the Registrar.

Upon issue, the Bonds will be represented by a Global Certificate and deposited with, and
registered in the name of a nominee of, a common depositary for Euroclear and Clearstream. The
Conditions are modified by certain provisions contained in the Global Certificate.
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Title to the Bonds passes only by transfer and registration in the register of Bondholders as
described in Condition 3. The holder of any Bond will (except as otherwise required by law) be treated
as its absolute owner for all purposes (whether or not it is overdue and regardless of any notice of
ownership, trust or any interest in it or any writing on, or the theft or loss of, the Certificate issued
in respect of it} and no person will be liable for so treating the holder. In these Terms and Conditions
“Bondholder”! and (in relation to a Bond) “holder” means the person in whose name a Bond is
registered. ‘

3. TRANSFERS OF BONDS; ISSUE OF CERTIFICATES
(A) Register

The Issuer will cause to be kept at the specified office of the Registrar and in accordance with
the terms of the Agency Agreement a register on which shall be entered the names and addresses of
the holders of the Bonds and the particulars of the Bonds held by them and of all transfers of the Bonds
(the “Register”). Each Bondholder shall be entitled to receive only one Certificate in respect of its
entire holding of Bonds.

(B) Tr{znsfer

Subjectito the Agency Agreement, a Bond may be transferred by delivery of the Certificate issued
in respect of that Bond, with the form of transfer on the back duly completed and signed by the holder
or his attorney duly authorised in writing, to the specified office of the Registrar or any of the Agents.
No transfer of a Bond will be valid unless and until entered on the Register.

Transfers of interests in the Bonds evidenced by the Global Certificate will be effected in
accordance with the rules of the relevant clearing systems.

©) Délivery of New Certificates

Each néw Certificate to be issued upon a transfer of Bonds will, within five business days of
receipt by the Registrar or, as the case may be, any other relevant Agent of the form of transfer, be
made available for collection at the specified office of the Registrar or such other relevant Agent or,
if so requested in the form of transfer, be mailed by uninsured mail at the risk of the holder entitled
to the Bonds (but free of charge to the holder) to the address specified in the form of transfer.

Exceptiin the limited circumstances described herein (see “The Global Certificate”), owners of
interests in the Bonds will not be entitled to receive physical delivery of Certificates.

Whereionly part of a principal amount of the Bonds (being that of one or more Bonds) in respect
of which a Certificate is issued is to be transferred or converted, a new Certificate in respect of the
Bonds not so transferred or converted will, within five business days of delivery of the original
Certificate to the Registrar or other relevant Agent, be made available for collection at the specified
office of thé Registrar or such other relevant Agent or, if so requested in the form of transfer, be mailed
by uninsured mail at the risk of the holder of the Bonds not so transferred or converted (but free of
charge to the holder) to the address of such holder appearing on the Register.

For the purposes of Condition 3 and Condition 6, “business day” shall mean a day other than a
Saturday or Sunday on which banks are open for business in the city in which the specified office of
the Registrér (if a Certificate is deposited with it in connection with a transfer or conversion) or the
Agent with' whom a Certificate is deposited in connection with a transfer or conversion, is located.

(D) Formalities Free of Charge

Registration of transfer of Bonds will be effected without charge by or on behalf of the Issuer
or any of the Agents, but upon payment (or the giving of such indemnity as the Issuer or any of the
Agents mafy require) in respect of any tax or other governmental charges which may be imposed in
relation to such transfer.
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No Bondholder may require the transfer of a Bond to be registered (i) during the period of seven
days ending on (and including) the dates for redemption pursuant to Condition 8(B) and Condition
8(C); (ii) after a Conversion Notice (as defined in Condition 6(B)) has been delivered with respect
thereto; or (iii) after a Put Exercise Notice (as defined in Condition 8(D)) has been deposited in
respect of such Bond in accordance with Condition 8(D) or 8(E).

(F) Regulations

All transfers of Bonds and entries on the Register will be made subject to the detailed regulations
concerning transfer of Bonds scheduled to the Agency Agreement. The regulations may be changed by
the Issuer, with the prior written approval of the Trustee and the Registrar. A copy of the current
regulations will be mailed (free of charge) by the Registrar to any Bondholder who asks for one.

4. NEGATIVE PLEDGE/MERGERS

So long as any Bond remains outstanding (as defined in the Trust Deed) or any amount is due
under or in respect of any Bond or otherwise under the Trust Deed the Issuer will not create or permit
to subsist, and the Issuer will procure that no Subsidiary (as defined in Condition 10) creates or
permits to subsist, any mortgage, charge, pledge, lien or other form of encumbrance or security
interest (“Security”) upon the whole or any part of its undertaking, assets or revenues, present or
future, to secure any Investment Securities (as defined below) or to secure any guarantee of or
indemnity in respect of any Investment Securities unless, at the same time or prior thereto, the Issuer’s
obligations under the Bonds and the Trust Deed (a) are secured equally and rateably therewith or (b)
have the benefit of such other security, guarantee, indemnity or other arrangement as shall be approved
by an Extraordinary Resolution (as defined in the Trust Deed) of the Bondholders.

For the purposes of this Condition:

“Investment Securities” means any present or future indebtedness in the form of or
represented by bonds, debentures, notes or other investment securities with a maturity of not less
than one year which are for the time being, or are capable of being, quoted, listed, ordinarily
dealt in or traded on any stock exchange or over-the-counter or other securities market.

So long as any of the Bonds remain outstanding (as defined in the Trust Deed), the Issuer shall
not merge, amalgamate or consolidate with or into any other corporation or entity (if the Issuer is not
the continuing entity) or sell or transfer all, or substantially all, of its assets, whether as a single
transaction or a number of transactions, related or not, to any corporation, entity or person or to one
or more members of any group under the common control of any corporation, entity or person unless:

(i) the Issuer has notified the holders of the Bonds of such event in accordance with Condition
16;

(ii) the Issuer and such corporation, entity or person have executed a trust deed supplemental
to the Trust Deed, in form and substance satisfactory to the Trustee, and the supplemental
trust deed includes the following: (a) the express assumption by such corporation, entity or
person of the Issuer’s obligations under the Bonds, the Trust Deed and the Agency
Agreement, including the covenants contained in this Condition 4 relating to subsequent
mergers, amalgamations, consolidations, sales or transfers; (b) provisions for the
convertibility of each Bond then outstanding into the class and amount of shares and other
securities, cash and other property receivable upon such merger, amalgamation,
consolidation, sale or transfer by a holder of the number of Shares into which such Bonds
would have been convertible immediately prior to such merger, amalgamation,
consolidation, sale or transfer (assuming for such purpose that the Bonds were convertible
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(iii)

(iv)

adjustments that shall be as nearly equivalent as may be practicable to the adjustments
pravided for in Condition 6(C);

immediately after giving effect to such merger, amalgamation, consolidation, sale or
transfer, no Event of Default shall have occurred or be continuing or would result
therefrom; and

the' corporation or entity formed by such merger, amalgamation or consolidation or that
acquired such assets shall expressly agree, among other things, to indemnify each holder of
thei Bonds against any tax, assessment or government charge payable by withholding or
dedpction thereafter imposed on such holder solely as a consequence of such merger,
amalgamation, consolidation, sale or transfer with respect to the payment of any amount in
connection with the Bonds. '

INTEREST

No interést is payable on the Bonds.

CONVERSION

(A)

(1)

(i1)

Conversion Right

Conversion Period: Subject to the Issuer’s right to elect to pay converting Bondholders
cash in lieu of Shares under the circumstances set forth in Condition 6(B)(iv), Bondholders
have the right to convert their Bonds into Shares at any time during the Conversion Period
referred to below.

The right of a Bondholder to convert any Bond into Shares is called the “Conversion
Right”. Subject to and upon compliance with, the provisions of this Condition, the
Conversion Right attaching to any Bond may be exercised, at the option of the holder
thereof, so that the Conversion Date (as defined in Condition 6(B)(i)) in respect of such
exercise occurs at any time on and after 7 August 2004 up to the close of business (at the
place where the Certificate evidencing such Bond is deposited for conversion) on 1 July
2009 (but in no event thereafter) or if such Bond shall have been called for redemption
under Condition 8(B) or 8(C) before 8 July 2009, then up to the close of business (at the
place aforesaid) on a date no later than seven business days (in the place aforesaid) prior
to the date fixed for redemption thereof (the “Conversion Period”).

Theinumber of Shares to be issued on conversion of a Bond will be determined by dividing
the principal amount of the Bond to be converted by the Conversion Price in effect at the
Conwversion Date (both as defined below) (translated into US dollars at the Fixed Rate (as
defined below)). A Conversion Right may only be exercised in respect of one or more
Bonhs. If more than one Bond held by the same holder is converted at any one time by the
same holder, the number of Shares to be issued upon such conversion will be calculated on
the basis of the aggregate principal amount of the Bonds to be converted.

Fractions of Shares: Fractions of Shares will not be issued on conversion and no cash
adjustments will be made in respect thereof, except that where any individual entitlement
would exceed US$10 (calculated by reference to the Prevailing Rate (as defined in
Condition 6(C)) a cash payment shall instead be made by the Issuer in respect of any such
fraction determined by reference to the Current Market Price per Share on the Trading Day
(as defined in Condition 6(C)) immediately preceding the relevant Conversion Date and the
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(iii)

(iv)

v)

(vi)

(B)

by transfer to a US dollar account maintained by the holder with, a bank in New York City
in accordance with instructions contained in the relevant Conversion Notice.

Conversion Price: The price at which Shares will be issued upon conversion (the
“Conversion Price”) will initially be HK$16.56 per Share (equivalent to US$2.12, as
translated into US dollars at the fixed rate of US$1.00 = HK$7.7977 (the “Fixed Rate”)) but
will be subject to adjustment in the manner provided in Condition 6(C).

Conversion Ratio: The conversion ratio is equal to the principal amount per Bond of
US$1,000 divided by the then prevailing Conversion Price converted into US dollars at the
Fixed Rate, rounded down to four decimal places.

Revival and/or survival after Default: Notwithstanding the provisions of Condition 6{A)(i),
if (a) the Issuer shall default in making payment in full in respect of any Bond which shall
have been called for redemption on the date fixed for redemption thereof, (b) any Bond has
become due and payable prior to the Maturity Date by reason of the occurrence of any of
the events under Condition 10 or (¢) any Bond is not redeemed on the Maturity Date in
accordance with Condition 8(A), the Conversion Right attaching to such Bond will revive
and/or will continue to be exercisable up to, and including, the close of business (at the
place where the Certificate evidencing such Bond is deposited for conversion) on the date
upon which the full amount of the moneys payable in respect of such Bond has been duly
received by the Principal Agent or the Trustee and notice of such receipt has been duly
given to the Bondholders and, notwithstanding the provisions of Condition 6(A)(i), any
Bond in respect of which the Certificate and Conversion Notice are deposited for
conversion prior to such date shall be converted on the relevant Conversion Date (as
defined below) notwithstanding that the full amount of the moneys payable in respect of
such Bond shall have been received by the Principal Agent or Trustee before such
Conversion Date or that the Conversion Period may have expired before such Conversion
Date.

Meaning of “Shares”: As used in these Conditions, the expression “Shares” means ordinary
shares of par value HK$0.10 each of the Issuer or shares of any class or classes resulting
from any subdivision, consolidation or re-classification of those shares, which as between
themselves have no preference in respect of dividends or of amounts payable in the event
of any voluntary or involuntary liquidation or dissolution of the Issuer.

Conversion Procedure

Conversion Notice: To exercise the Conversion Right attaching to any Bond, the holder
thereof must complete, execute and deposit at his own expense during normal business
hours at the specified office of any Conversion Agent a notice of conversion (a “Conversion
Notice”) in duplicate in the form (for the time being current) obtainable from the specified
office of the Conversion Agent, together with the relevant Certificate and any amounts
required to be paid by the Bondholder under Condition 6(B)(ii).

The conversion date in respect of a Bond (the “Conversion Date”) must fall at a time when
the Conversion Right attaching to that Bond is expressed in these Conditions to be
exercisable (subject to the provisions of Condition 6{A)(v) above) and will be deemed to
be the Trading Day (as defined in Condition 6(C)) immediately following the date of the
surrender of the Certificate in respect of such Bond and delivery of such Conversion Notice
and, if applicable, any payment to be made or indemnity given under these Conditions in
connection with the exercise of such Conversion Right. A Conversion Notice once delivered
shall be irrevocable and may not be withdrawn unless the Issuer consents to such
withdrawal.
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(iii)

registration duties arising on conversion (other than any taxes or capital or stamp or issue
duties payable in Hong Kong and, if relevant, in the place of the Alternative Stock
Exchange, by the Issuer in respect of the allotment and issue of Shares and listing of the
Shares on the Hong Kong Stock Exchange or the Alternative Stock Exchange (as relevant)
onjconversion) (the “Taxes”) and such Bondholder must also pay all, if any, taxes which the
Bdndholder is liable for arising by reference to any disposal or deemed disposal of a Bond
in iconnection with such conversion. The Issuer will pay all other expenses arising on the
issue of Shares on conversion of Bonds. The Bondholder must provide the relevant
Conversion Agent with details of the relevant tax authorities to which the relevant
Conversion Agent must pay monies received in settlement of Taxes payable pursuant to this
Condition 6(B)(ii). The Conversion Agents are under no obligation to determine whether a
Bondholder is liable to pay any Taxes including capital, stamp, issue, registration or similar
taxes and duties payable (if any) in connection with this Condition 6(B)(ii).

Reéistration.' As soon as practicable, and in any event not later than 10 Trading Days (as
defined in Condition 6(C)) after the Conversion Date, the Issuer will, subject to Condition
6(B)(iv), in the case of Bonds converted on exercise of the Conversion Right and in respect
of iwhich a duly completed Conversion Notice has been delivered and the relevant
Certificate and amounts payable by the relevant Bondholder deposited as required by
sub-paragraphs (i) and (ii), register the person or persons designated for the purpose in the
Conversion Notice as holder(s) of the relevant number of Shares in the Issuer’s share
register and will, if the Bondholder has also requested in the Conversion Notice, take all
necessary action to procure that Shares are delivered through the Central Clearing and
Settlement System of Hong Kong for so long as the Shares are listed on the Hong Kong
Stock Exchange, or it will as soon as practicable and in any event no later than 10 Trading
Da_{/s (as defined in Condition 6(C)) after the Conversion Date, make such certificate or
certificates available for collection at the office of the Issuer’s share registrar in Hong Kong
(currently Secretaries Limited) notified to Bondholders in accordance with Condition 16 or,
if so requested in the relevant Conversion Notice, will cause its share registrar to mail (at
theirisk, and, if sent at the request of such person otherwise than by ordinary mail, at the
expense, of the person to whom such certificate or certificates are sent) such certificate or
certificates to the person and at the place specified in the Conversion Notice, together (in
either case) with any other securities, property or cash required to be delivered upon
conversion and such assignments and other documents (if any) as may be required by law
to effect the transfer thereof. A single share certificate will be issued in respect of all Shares
issued on conversion of Bonds subject to the same Conversion Notice and which are to be
registered in the same name.

If tbe Conversion Date in relation to any Bond shall be on or after a date with effect from
which an adjustment to the Conversion Price takes retroactive effect pursuant to any of the
provisions referred to in Condition 6(C) and the Trust Deed and the relevant Registration
Date (as defined below) falls on a date when the relevant adjustment has not yet been
reﬂécted in the then current Conversion Price, the provisions of this sub-paragraph (iii)
shaljl be applied mutatis mutandis to such number of Shares as is equal to the excess of the
number of Shares which would have been required to be issued on conversion of such Bond
if the relevant retroactive adjustment had been given effect as at the said Registration Date
over the number of Shares previously issued (or which the Issuer was previously bound to
issug) pursuant to such conversion (the “Excess Shares™). If the Issuer has elected to pay
the converting Bondholder of the Bond cash in lieu of Shares pursuant to the Cash
Settlement Option (as defined below) set forth in Condition 6(B)(iv), the number of Excess
Shares shall be determined by assuming that the Issuer had not elected the Cash Settlement
Option. In such case, the Issuer may satisfy its obligations under this Condition 6(B)(ii1)
by paying, as soon as practicable and in any event not later than 7 business days after the

| 20




(iv)

Share for each day during the five Trading Days (as defined in Condition 6(C)) immediately
after the Cash Settlement Notice Date multiplied by such number of Excess Shares.

The person or persons specified for that purpose will become the holder of record of the
number of Shares issuable upon conversion with effect from the date he is or they are
registered as such in the Issuer’s register of members (the “Registration Date”). The Shares
issued upon conversion of the Bonds will in all respects rank pari passu with the Shares in
issue on the relevant Registration Date. Save as set out in these Conditions, a holder of
Shares issued on conversion of Bonds shall not be entitled to any rights the record date for
which precedes the relevant Registration Date.

If the record date for the payment of any dividend or other distribution in respect of the
Shares is on or after the Conversion Date in respect of any Bond, but before the
Registration Date (disregarding any retroactive adjustment of the Conversion Price referred
to in this sub-paragraph (iii) prior to the time such retroactive adjustment shall have
become effective), the Issuer will, to the extent it has not elected with respect to such Bond
to pay cash in lieu of Shares pursuant to Condition 6(B)(iv), pay to the converting
Bondholder or his designee an amount (the “Equivalent Amount”) converted, if necessary,
into US dollars at the Prevailing Rate (as defined in Condition 6(C)) equal to any such
dividend or other distribution to which he would have been entitled had he on that record
date been such a shareholder of record and will make the payment at the same time as it
makes payment of the dividend or other distribution, or as soon as practicable thereafter,
but, in any event, not later than seven days thereafter. The Equivalent Amount shall be paid
by means of a US dollar cheque drawn on a bank in New York City and sent to the address
specified in the relevant Conversion Notice.

Cash Settlement Option: In lieu of delivery of some or all of the Shares required to be
delivered upon the valid exercise of a Conversion Right, the Issuer may elect to make a cash
settlement payment (the “Cash Settlement Option™) in respect of all or any portion of a
Bondholder’s Bonds deposited for conversion (being US$1,000 in principal amount or any
integral multiple thereof) pursuant to exercise of a Conversion Right by delivering notice
thereof to the tendering Bondholder not more than five Trading Days after the Conversion
Date (the “Cash Settlement Notice Date”). The Issuer shall pay the Cash Settlement Amount
in US dollars as promptly as practicable (but in no event later than 5 business days) after
completion of the five Trading Day period used to determine the Cash Settlement Amount.
The Cash Settlement Amount shall be paid by means of a US dollar cheque drawn on a bank
in New York and sent to the address specified in the relevant Conversion Notice. If the
Issuer elects the Cash Settlement Option for more than one Bond of the same Bondholder,
the Cash Settlement Amount shall be calculated on the basis of the aggregate principal
amount of Bonds for which the Issuer elects such Cash Settlement Option.

“Cash Settlement Amount” means the product of (i) the number of Shares otherwise
deliverable upon exercise of the Conversion Right in respect of the Bond(s) to which the
Conversion Notice applies, and in respect of which the Issuer has elected the Cash
Settlement Option and (ii) the Volume Weighted Average Price (as defined below) per Share
for each day during the five Trading Days (as defined in Condition 6(C)) immediately after
the Cash Settlement Notice Date.

“Volume Weighted Average Price” means, in relation to a Share on any Trading Day, the
order book volume-weighted average price of a Share appearing on or derived from
Bloomberg screen 669 HK-Equity VAP or such other source as shall be determined to be
appropriate by a leading independent investment bank of international repute (selected by
the Issuer and approved by the Trustee) (acting as expert) converted into US dollars at the
Prevailing Rate (as defined in Condition 6(C)) on such Trading Day, provided that on any
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Da)} shall be the Volume Weighted Average Price, determined as provided above, on the
imn;jlediately preceding Trading Day on which the same can be so determined.

(C) Adjustments to Conversion Price

The Conversion Price will be subject to adjustment in the following events as set out in the Trust

Deed:

1)

(it)

Consolidation, Subdivision or Reclassification: If and whenever there shall be an alteration
to the nominal value of the Shares as a result of consolidation, subdivision or

reclassification, the Conversion Price shall be adjusted by multiplying the Conversion Price

in ﬂorce immediately before such alteration by the following fraction:

A
| B
where:
A . is the nominal amount of one Share immediately after such alteration; and

B

- is the nominal amount of one Share immediately before such alteration.

Sucih adjustment shall become effective on the date the alteration takes effect.

Caﬁitalisation of Profits or Reserves:

(a) :

If and whenever the Issuer shall issue any Shares credited as fully paid to the holders
of Shares (the “Shareholders”) by way of capitalisation of profits or reserves

. (including any share premium account and capital redemption reserve fund) including

Shares paid up out of distributable profits or reserves and/or share premium account

~ issued, save where Shares are issued in lieu of the whole or any part of a specifically
' declared cash dividend (the “Relevant Cash Dividend”), being a dividend which the
. Shareholders concerned would or could otherwise have received (a “Scrip Dividend™)
~ and which would not have constituted a Capital Distribution, the Conversion Price

shall be adjusted by multiplying the Conversion Price in force immediately before

such issue by the following fraction:

A
B

. Where:

© A is the aggregate nominal amount of the issued Shares immediately before such

issue; and

. B is the aggregate nominal amount of the issued Shares immediately after such

issue.

© Such adjustment shall become effective on the date of issue of such Shares or if a

- record date is fixed therefor, immediately after such record date.
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of such Shares exceeds 105 per cent. of the amount of the Relevant Cash Dividend or
the relevant part thereof and which does not constitute a Capital Distribution, the
Conversion Price shall be adjusted by multiplying the Conversion Price in force
immediately before the issue of such Shares by the following fraction:

A+B
A+C

where:

A is the aggregate nominal amount of the issued Shares immediately before such
issue;

B is the aggregate nominal amount of Shares issued by way of such Scrip Dividend
multiplied by a fraction of which (i) the numerator is the amount of the whole,
or the relevant part, of the Relevant Cash Dividend and (ii) the denominator is
the Current Market Price of the Shares issued by way of Scrip Dividend in
respect of each existing Share in lieu of the whole, or the relevant part, of the
Relevant Cash Dividend; and

C  isthe aggregate nominal amount of Shares issued by way of such Scrip Dividend,
or by making such other adjustment as a leading independent investment bank of
international repute (acting as expert), selected by the Issuer and approved in writing

by the Trustee, shall certify to the Trustee is fair and reasonable.

Such adjustment shall become effective on the date of issue of such Shares or if a
record date is fixed therefor, immediately after such record date.

(ii1) Capital Distribution: If and whenever the Issuer shall pay or make any Capital Distribution

to the Shareholders (except where the Conversion Price falls to be adjusted under Condition

6(C)(ii) above), the Conversion Price shall be adjusted by multiplying the Conversion Price

in force immediately before such Capital Distribution by the following fraction:

A-B
A
where:
A is the Current Market Price of one Share on the last Trading Day preceding the date

on which the Capital Distribution is publicly announced; and

is the Fair Market Value on the date of such announcement of the portion of the
Capital Distribution attributable to one Share.

Such adjustment shall become effective on the date that such Capital Distribution is

actually made.
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(v)

(vi)

grant to all or substantially all Shareholders as a class by way of rights, options, warrants
orother rights to subscribe for or purchase any Shares, in each case at less than 95 per cent.
of ithe Current Market Price per Share on the last Trading Day preceding the date of the
anhouncement of the terms of the issue or grant, the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately before such issue or grant by the
following fraction:

A+B
A+C

where:
A ' is the number of Shares in issue immediately before such announcement;

B is the number of Shares which the aggregate amount (if any) payable for the Shares

~ issued by way of rights or for the options or warrants or other rights issued by way

of rights and for the total number of Shares comprised therein would purchase at such
Current Market Price per Share; and

C = is the aggregate number of Shares issued or, as the case may be, comprised in the
grant.

Such adjustment shall become effective on the date of issue of such Shares or issue or grant
of such options, warrants or other rights (as the case may be).

Riéhts Issues of Other Securities: If and whenever the Issuer shall issue any securities
(ot}ler than Shares or options, warrants or other rights to subscribe for or purchase any
Shares) to all or substantially all Shareholders as a class by way of rights, or shall issue or
grant to all or substantially all Shareholders as a class by way of rights, options, warrants
or other rights to subscribe for or purchase or otherwise acquire any securities (other than
Shares or options, warrants or other rights to subscribe for or purchase Shares), the
Conversion Price shall be adjusted by multiplying the Conversion Price in force
immediately before such issue or grant by the following fraction:

A-B
A

where:

A is the Current Market Price of one Share on the last Trading Day preceding the date
on which such issue or grant is publicly announced; and

B - is the Fair Market Value on the date of such announcement of the portion of the rights
attributable to one Share.

Such adjustment shall become effective on the date of issue of such Shares or issue or grant
of such options, warrants or other rights (as the case may be).

Issues at less than Current Market Price: If and whenever the Issuer shall issue (otherwise
thah as mentioned in Condition 6(C)(iv) above) wholly for cash any Shares (other than
Shares issued on the exercise of Conversion Rights or on the exercise of any other rights
of conversion into, or exchange or subscription for, or purchase of, Shares) or shall issue
or fgrant (otherwise as mentioned in Condition 6(C)(iv) above) any options, warrants or
otlﬂer rights to subscribe for or purchase or otherwise acquire any Shares (including, for the
anidance of doubt, any Shares issued for non-cash consideration), in each case at a price
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(vii)

v+

Price shall be adjusted by multiplying the Conversion Price in force immediately before
such issue by the following fraction:

A+B
A+C

where:

A is the number of Shares in issue immediately before the issue of such additional
Shares or the grant of such options, warrants or other rights to subscribe for or
purchase any Shares;

B is the number of Shares which the aggregate consideration (if any) receivable for the
issue of such additional Shares or, as the case may be, for such additional Shares to
be issued or otherwise made available upon the exercise of any such options, warrants
or rights would purchase at such Current Market Price per Share; and C is the
maximum number of additional Shares issued or the maximum number of Shares that
may be issued upon exercise of such options, warrants or rights.

References to additional Shares in the above formula shall, in the case of an issue by the
Issuer of options, warrants or other rights to subscribe or purchase Shares, mean such
Shares to be issued, or otherwise made available, assuming that such options, warrants or
other rights are exercised in full at the initial exercise price (if applicable) on the date of
issue of such options, warrants or other rights.

Such adjustment shall become effective on the date of issue of such additional Shares or,
as the case may be, the grant of such options, warrants or other rights.

Other Issues at less than Current Market Price: Save in the case of an issue of securities
arising from a conversion or exchange of other securities in accordance with the terms
applicable to such securities themselves falling within this Condition 6(C)(vii), if and
whenever the Issuer or any of its Subsidiaries (otherwise than as mentioned in Conditions
6(C)(iv), 6(C)(v) or 6(C)(vi) above), or (at the direction or request of or pursuant to any
arrangements with the Issuer or any of its Subsidiaries), any other company, person or
entity (otherwise than as mentioned in Conditions 6(C)(iv), 6(C)(v) or 6(C)(vi) above) shall
issue to all or substantially all Shareholders as a class wholly for cash any securities (other
than the Bonds) which by their terms of issue carry (directly or indirectly) rights of
conversion into, or exchange or subscription for, or purchase of, or to otherwise acquire,
Shares issued or to be issued by the Issuer (or shall grant any such rights in respect of
existing securities so issued) or securities which by their terms might be redesignated as
Shares, and the consideration per Share receivable upon conversion, exchange,
subscription, purchase, acquisition or redesignation is less than 95 per cent. of the Current
Market Price per Share on the last Trading Day preceding the date of announcement of the
terms of issue of such securities (or the terms of the grant), the Conversion Price shall be
adjusted by multiplying the Conversion Price in force immediately before such issue by the
following fraction:

A+B
A+C

where:

A is the number of Shares in issue immediately before such issue or grant (but where the
relevant securities carry rights of conversion into, or rights of exchange or
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Shares so issued);

B is the number of Shares which the aggregate consideration (if any) receivable for the
Shares to be issued or otherwise made available upon conversion or exchange or on
exercise of the right of subscription or purchase or acquisition attached to such
securities or, as the case may be, for the Shares to be issued or to arise from any such
redesignation would purchase at such Current Market Price per Share; and

C | is the maximum number of Shares to be issued or otherwise made available upon
conversion or exchange of such securities or on the exercise of such rights of
subscription or purchase or acquisition attached thereto at the initial conversion,
exchange or subscription price or rate or, as the case may be, the maximum number
of Shares to be issued or to arise or be made available from any such redesignation.

(viii) Modification of Rights of Conversion etc: If and whenever there shall be any modification
of the rights of conversion, exchange, subscription, purchase or acquisition attaching to any
such securities as are mentioned in Condition 6(C)(vii) above (other than in accordance
with the terms (including terms as to adjustment) applicable to such securities) so that the
consideration per Share (for the number of Shares available on conversion, exchange or
subjscription following the modification) is less than 95 per cent. of the Current Market
Price on the last Trading Day preceding the date of announcement of the proposals for such
modification, the Conversion Price shall be adjusted by multiplying the Conversion Price
in force immediately before such modification by the following fraction:

! A+B
A+C

thre:

A . is the number of Shares in issue immediately before such modification (but where the
relevant securities carry rights of conversion into, or rights of exchange or
subscription for or purchase or acquisition of, Shares which have been issued by the
Issuer for the purposes of, or in connection with, such issue, less the number of such
Shares so issued);

B . is the number of Shares which the aggregate consideration (if any) receivable for the
Shares to be issued or otherwise made available upon conversion or exchange or upon
exercise of the right of subscription or purchase or acquisition attached to the
securities so modified would purchase at such Current Market Price per Share or, if
lower, the existing conversion, exchange, subscription or purchase price of such
securities; and

C . is the maximum number of Shares to be issued or otherwise made available upon
conversion or exchange of such securities or upon the exercise of such rights of
subscription, purchase or acquisition attached thereto at the modified conversion,
exchange or subscription or purchase price or rate but giving credit in such manner as
a leading independent investment bank of international repute (acting as expert),
selected by the Issuer and approved in writing by the Trustee, consider appropriate (if
at all) for any previous adjustment under this Condition 6(C)(viii) or Condition
6(C)(vii) above.

Such adjustment shall become effective on the date of modification of the rights of
conversion, exchange, subscription, purchase or acquisition attaching to such securities.
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Subsidiaries) any other company, person or entity issues, sells or distributes any securities
in connection with which an offer to which the Shareholders generally (meaning for these
purposes the holders of at least 60 per cent. of the Shares outstanding at the time such offer
is made) are entitled to participate in arrangements whereby such securities may be
acquired by them (except where the Conversion Price falls to be adjusted under Condition
6(C)(iv), 6(C)(v), 6(C)(vi) or 6(C)(vii) above), the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately before such issue by the following
fraction:

A-B
where:

A is the Current Market Price of one Share on the last Trading Day preceding the date
on which such issue is publicly announced; and

B is the Fair Market Value on the date of such announcement of the portion of the rights
attributable to one Share.

Such adjustment shall become effective on the date of issue of the securities.

(x) Other Events: If the Issuer determines that an adjustment should be made to the Conversion
Price as a result of one or more events or circumstances not referred to in this Condition
6 even if the relevant event or circumstance is specifically excluded from the operation of
this Condition 6(C), the Issuer shall, at its own expense, request a leading independent
investment bank of international repute (acting as expert), selected by the Issuer and
approved by the Trustee, to determine as soon as practicable what adjustment (if any) to the
Conversion Price is fair and reasonable to take account thereof, if the adjustment would
result in a reduction in the Conversion Price, and the date on which such adjustment should
take effect and upon such determination by such investment bank such adjustment (if any)
(and provided that such adjustment would result in a reduction of the Conversion Price)
shall be made and shall take effect in accordance with such determination, provided that
where the circumstances giving rise to any adjustment pursuant to this Condition 6 have
already resulted or will result in an adjustment to the Conversion Price or where the
circumstances giving rise to any adjustment arise by virtue of circumstances which have
already given rise or will give rise to an adjustment to the Conversion Price, such
modification (if any) shall be made to the operation of the provisions of this Condition 6(C)
as may be advised by the independent investment bank to be in their opinion appropriate
to give the intended result.

The Trustee shall not be under any duty to monitor whether any event or circumstance has
happened or exists which may require an adjustment to be made to the Conversion Price and will not
be responsible to the Bondholders for any loss arising from any failure by it to do so.

For the purposes of these Conditions:

“Alternative Stock Exchange” means at any time, in the case of the Shares, if they are not

at that time listed and traded on the Hong Kong Stock Exchange, the principal stock exchange
or securities market on which the Shares are then listed or quoted or dealt in.
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(a)§ any distribution of assets in specie charged or provided or to be provided for in the
' accounts of the Issuer for any financial period (whenever paid or made and however
described) but excluding a distribution of assets in specie in lieu of, and to a value not
exceeding, a cash dividend which would not have constituted an Extraordinary
Dividend under (b) below (and for these purposes a distribution of assets in specie
includes without limitation an issue of shares or other securities credited as fully or
partly paid-up (other than Shares credited as fully paid) by way of capitalisation of
reserves); and/or

(b)' any cash dividend or distribution of any kind charged or provided for or to be provided
for in the accounts of the Issuer (whenever paid or made and howsoever described) in
circumstances where the Total Current Dividend equals or exceeds (i), on a per Share
basis, 3 per cent. of the Average Closing Price of one Share during the Relevant Period
(for the avoidance of doubt only the excess over 3 per cent. shall be treated as a
Capital Distribution), or (ii) 30 per cent. of the Issuer’s consolidated net profits
attributable to shareholders after deducting minority interests and tax for the fiscal
year in relation to which the cash dividend or distribution is made, in each case the
excess constituting the “Extraordinary Dividend” (and in the case of both (i) and (ii)
being exceeded at the same time by virtue of the same event the greater excess shall
constitute the Extraordinary Dividend); for which purposes “Total Current Dividend”
means any and all cash dividends or other distributions charged or provided for in the
accounts of the Issuer, prior to the deduction of any withholding tax and any corporate
tax attributable to that dividend, in the period starting from the beginning of the fiscal
year in which the record date set for the dividend that may result in an adjustment falls
and ending on and including that record date (including the dividend that may result
in an adjustment), other than any dividend or portion thereof which previously
resulted in an adjustment under this Condition 6(C).

A ﬁurchase or redemption of share capital by the Issuer shall not constitute a Capital
Distribution or be taken into account in determining whether any other dividend or distribution
shall constitute a Capital Distribution unless in the case of purchases of Shares by the Issuer, the
average price per Share (before expenses) on any one day in respect of such purchases exceeds
by more j;than 5 per cent. the Current Market Price per Share either (i) on that date; or (ii) where
an annodncement has been made (excluding for the avoidance of doubt, any general authority
given by shareholders in general meeting of the Issuer or any notice convening such meeting) of
the intention to purchase Shares at some future date at a specified price, on the Trading Day
immediately preceding the date of such announcement, in which case such purchase shall be
deemed to constitute a Capital Distribution in the amount of the aggregate price paid (before
expenses) in respect of such Shares purchased by the Issuer.

“Average Closing Price” is the arithmetic average of the Closing Price per Share for each
Trading Day during the Relevant Period.

“Closing Price” for the Shares for any Trading Day shall be the price published in the Daily
Quotation Sheet published by the Hong Kong Stock Exchange or, as the case may be, the
equivalent quotation sheet of an Alternative Stock Exchange for such day.

“Current Market Price” means, in respect of a Share at a particular date, the average of the
closing p'rices published in the Daily Quotation Sheet or the equivalent quotation sheet of an
Alternative Stock Exchange for one Share (being a Share carrying full entitlement to dividend)
for the five consecutive Trading Days ending on the Trading Day immediately preceding such
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quoted cum-dividend then:

(i) if the Shares to be issued in such circumstances do not rank for the dividend or other
entitlements in question, the quotations on the dates on which the Shares shall have
been quoted cum-dividend or cum-any other entitlements shall for the purpose of this
definition be deemed to be the amount thereof reduced by an amount equal to the Fair
Market Value of that dividend or other entitlement per Share; or

(i1) if the Shares to be issued in such circumstances rank for the dividend or other
entitlements in question, the quotations on the dates on which the Shares shall have
been quoted ex-dividend or ex-any other entitlements shall for the purpose of this
definition be deemed to be the amount thereof increased by an amount equal to the
Fair Market Value of that dividend or other entitlement per Share;

and provided further that if the Shares on each of the said five Trading Days have been quoted
cum-dividend or cum-any other entitlements in respect of a dividend which has been declared or
announced but the Shares to be issued do not rank for that dividend or other entitlements, the
quotations on each of such dates shall for the purpose of this definition be deemed to be the
amount thereof reduced by an amount equal to the Fair Market Value of that dividend or other
entitlement per Share.

“Fair Market Value” means, with respect to any assets, security, option, warrants or other
right on any date, the fair market value of that asset, security, option, warrant or other right as
determined by a leading independent investment bank of international repute (acting as expert)
selected by the Issuer and approved in writing by the Trustee; provided that (i) the fair market
value of a cash dividend paid or to be paid per Share shall be the amount of such cash dividend
per Share determined as at the date of announcement of such dividend; (ii) where options,
warrants or other rights are publicly traded in a market of adequate liquidity (as determined by
such investment bank) the fair market value of such options, warrants or other rights shall equal
the arithmetic mean of the daily closing prices of such options, warrants or other rights during
the period of five Trading Days on the relevant market commencing on the first such trading day ‘
such options, warrants or other rights are publicly traded.

“Prevailing Rate” means a rate for exchanging US dollars and Hong Kong dollars; the
“Prevailing Rate” applicable to any date shall be the bid rate for such exchange shown on the
Reuters page “HKD=" at or about 11.00 a.m. (Hong Kong time) on that date; if no such rate
appears on the Reuters page “HKD=", The Hongkong and Shanghai Banking Corporation
Limited’s rate at such time (or the rate of such other bank as is selected by the Issuer and
approved by the Trustee at such time) shall be used instead.

“Relevant Stock Exchange” means, at any time, in respect of the Shares, the Hong Kong
Stock Exchange or the Alternative Stock Exchange.

“Relevant Period” means the period beginning on the 30th Trading Day prior to, and ending
on, the Trading Day immediately preceding the date of declaration of a dividend or a distribution
in respect of a relevant financial year, which when aggregated with any other dividends or
distributions declared or made in respect of that financial year, causes an adjustment to the
Conversion Price pursuant to Condition 6(C)(iii).
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reported in respect of the relevant Shares on the Hong Kong Stock Exchange or, as the case may
be the Alternative Stock Exchange, for one or more consecutive Trading Days such day or days
will be disregarded in any relevant calculation and shall be deemed not have existed when
ascertaining any period of Trading Days.

On any adjustment, the relevant Conversion Price, if not an integral multiple of one Hong Kong
cent, shall bé rounded down to the nearest Hong Kong cent. No adjustment shall be made to the
Conversion Price where such adjustment (rounded down if applicable) would be less than one per cent.
of the Conversion Price then in effect. Any adjustment not required to be made, and any amount by
which the Conversion Price has not been rounded down, shall be carried forward and taken into
account in any subsequent adjustment. Notice of any adjustment shall be given to Bondholders in
accordance W}ith Condition 16 as soon as practicable after the determination thereof.

The Coﬁversion Price may not be reduced below the par value of the Shares.

Where more than one event which gives or may give rise to an adjustment to the Conversion
Price occurs within such a short period of time that in the opinion of a leading independent investment
bank of international repute (acting as expert) selected by the Issuer and approved in writing by the
Trustee, the foregoing provisions would need to be operated subject to some modification in order to
give the intended result, such modification shall be made to the operation of the foregoing provisions
as may be advised by such investment bank to be in their opinion appropriate in order to give such
intended result.

No adjustment will be made to the Conversion Price when Shares or other securities (including
rights or options) are issued, offered or granted to employees (including directors) of the Issuer or any
Subsidiary of the Issuer or such other eligible participants pursuant to any Employee Share Scheme
(as defined in the Trust Deed) (and which Employee Share Scheme is in compliance with the listing
rules of the Hong Kong Stock Exchange or, if applicable, those of an Alternative Stock Exchange).

If any doubt shall arise as to the appropriate adjustment to the Conversion Price, a certificate or
report of a leading investment bank of ‘international repute, (acting as expert) selected by the Issuer
and approved!in writing by the Trustee, shall in the absence of manifest error be conclusive and
binding on all parties.

No adjustment involving an increase in the Conversion Price will be made, except in the case of
a consolidation of the Shares as referred to in Condition 6(C)(i) above.

The TruStee shall not be under any duty to monitor whether any event or circumstance has
happened or exists which may require an adjustment to be made to the Conversion Price and will not
be responsible to Bondholders for any loss arising from any failure by it to do so.

(D) Undertakings

The Issuer has undertaken in the Trust Deed, inter alia, that so long as any Bond remains
outstanding, save with the approval of an Extraordinary Resolution (as defined in the Trust Deed) of
the Bondholders:

(i) it will use all reasonable efforts (a) to maintain a listing for all the issued Shares on the
Hong Kong Stock Exchange, (b) to obtain and maintain a listing for all the Shares issued
on the exercise of the Conversion Rights attaching to the Bonds on the Hong Kong Stock
Exchange and (c) if the Issuer is unable to obtain or maintain such listing, to use its best
endeavours to obtain and maintain a listing for all the issued Shares on an Alternative Stock
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16 below of the listing or delisting of the Shares (as a class) by any of such stock
exchanges; and

(ii) it will pay the expenses of the issue of, and all expenses of obtaining and maintaining a
listing for, Shares arising on conversion of the Bonds.

The Issuer has also given certain other undertakings in the Trust Deed for the protection of the
Conversion Rights.

(E) Notice of Change in Conversion Price

The Issuer shall give notice to the Bondholders in accordance with Condition 16 of any change
in the Conversion Price. Any such notice relating to a change in the Conversion Price shall set forth
the event giving rise to the adjustment, the Conversion Price prior to such adjustment, the adjusted
Conversion Price and the effective date of such adjustment.

7.  PAYMENTS
(A) Principal and premium

Payment of principal and premium (if any) will be made in US dollars, only against surrender
of the relevant Certificate at the specified office of any of the Paying Agents, by electronic funds
transfer to the registered account of the Bondholder or by means of a US dollar cheque drawn on a
bank in New York City mailed to the registered address of the Bondholder if it does not have a
registered account.

(B) Registered Accounts

For the purposes of this Condition, a Bondholder’s registered account means the US dollar
account maintained by or on behalf of it with a bank in New York City, details of which appear on
the Register at the close of business on the second business day (as defined below) before the due date
for payment, and a Bondholder’s registered address means its address appearing on the Register at that
time.

(C) Fiscal Laws

All payments are subject in all cases to any applicable laws and regulations in the place of
payment, but without prejudice to the provisions of Condition 9. No commissions or expenses shall
be charged to the Bondholders in respect of such payments.

(D) Payment Initiation

Where payment is to be made by transfer to a registered account, payment instructions (for value
on the due date or, if that is not a business day (as defined below), for value on the first following
day which is a business day) will be initiated and, where payment is to be made by cheque, the cheque
will be mailed (at the risk and, if mailed at the request of the holder otherwise than by ordinary mail,
expense of the holder) on the due date for payment (or, if it is not a business day, the immediately
following business day) or, in the case of a payment of principal, if later, on the business day on which
the relevant Certificate is surrendered at the specified office of an Agent.
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If the Issuer fails to pay any sum in respect of the Bonds when the same becomes due and payable
under these Conditions, interest shall accrue on the overdue sum at the rate of 4 per cent. per annum
from the due date. Such default interest shall accrue on the basis of the actual number of days elapsed
and a 360-da§/ year.

Bondholders will not be entitled to any interest or other payment for any delay after the due date
in receiving ithe amount due if the due date is not a business day, if the Bondholder is late in
surrendering;its Certificate (if required to do so) or if a cheque mailed in accordance with this
Condition arfives after the due date for payment.

If an amount which is due on the Bonds is not paid in full, the Registrar will annotate the
Register with a record of the amount (if any) in fact paid.

(F) Business Day

In this Condition only, “business day” means a day other than a Saturday or Sunday or public
holiday on which commercial banks are open for business in New York City, London and Hong Kong
and, in the dase of the surrender of a Certificate, in the place where the Certificate is surrendered.

8. REDEMPTION, PURCHASE AND CANCELLATION
(A) Maturity

Unless lpreviously redeemed, converted or purchased and cancelled as provided herein, the Issuer
will redeem; each Bond on 8 July 2009 (the “Maturity Date”) at 107.76 per cent. of its principal
amount. The Issuer may not redeem the Bonds at its option prior to that date except as provided in
Condition 8(B) or Condition 8(C) (but without prejudice to Condition 10).

(B) Redemption at the Option of the Issuer

On or ét any time after 8 July 2007 (in the case of (i) below) and at any time (in the case of (ii)
below) and (in either case) prior to the Maturity Date, the Issuer may, having given not less than 30
nor more than 60 days’ notice to the Bondholders (in accordance with Condition 16), the Trustee and
the Principél Agent (which notice will be irrevocable), redeem all or (save in the circumstances,
described in sub-paragraph (ii) below, in which case all the Bonds must be redeemed) from time to
time some o}nly (being US$1,000,000 in principal amount or an integral multiple thereof) of the Bonds
at the relevant Early Redemption Amount (as defined in Condition 8(F) below), provided, however,
that no such redemption may be made unless either:

(i) the closing price of the Shares (as derived from the Daily Quotation Sheet or, as the case
may be, the equivalent quotation sheet of an Alternative Stock Exchange) (the “Closing
Price”), converted into US dollars at the Prevailing Rate, for each of 30 consecutive
Trading Days, the last of which occurs not more than 5 Trading Days prior to the date upon
which notice of such redemption is published, was at least 130 per cent. of the then
f}revailing Conversion Price translated into US dollars at the Fixed Rate on the relevant
Trading Day; or

(ii) at least 90 per cent. in principal amount of the Bonds has already been converted, redeemed
or purchased and cancelled.
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calculating the Closing Price for such days. If no price as aforesaid is reported on the Hong Kong
Stock Exchange or, as the case may be, an Alternative Stock Exchange for one or more consecutive
Trading Days, such day or days will be disregarded in the relevant calculation and will be deemed not
to have existed when ascertaining such 30 Trading Day period.

In the case of a partial redemption of Bonds, the Bonds to be redeemed will be selected
individually by lot, or such other method in such place as the Trustee shall approve in writing and in
such manner as the Trustee shall deem to be appropriate and fair when the Bonds are in definitive form
(and in accordance with the rules of the relevant clearing systems when the Bonds are represented by
the Global Certificate), not more than 60 and not less than 30 days prior to the date fixed for
redemption and the redemption date, the identifying numbers of the Bonds drawn for redemption, the
Conversion Price and the Early Redemption Amount will be notified by the Issuer to the Bondholders,
in accordance with Condition 16 not less than 30 days prior to such date.

Upon the expiry of any such notice, the Issuer will be bound to redeem the Bonds to which such
notice relates at the price aforesaid applicable at the date fixed for such redemption.

(C) Redemption for Taxation Reasons

The Bonds may be redeemed in whole but not in part at their Early Redemption Amount at the
date fixed for redemption at the option of the Issuer, at any time, on giving not less than 30 nor more
than 60 days’ notice in accordance with Condition 16 (which notice shall be irrevocable) if (i) the
Issuer satisfies the Trustee immediately prior to the giving of such notice that the Issuer has or will
become obliged to pay any additional amounts in respect of any payment of principal, premium (if
any) made by the Issuer under or in respect of the Trust Deed or Bonds as provided or referred to in
Condition 9 as a result of any change in or amendment to the laws or regulations of Hong Kong or
any political subdivision or any authority thereof or therein having power to tax, or any change in the
general application or official interpretation of such laws or regulations, which change or amendment
becomes effective on or after 16 June 2004 and (ii) such obligation cannot be avoided by the Issuer
taking reasonable measures available to it (but provided that such measures do not involve the Issuer
incurring material expenses), provided that no such notice of redemption shall be given earlier than
90 days prior to the earliest date on which the Issuer would be obliged to pay such additional amount
were a payment then due.

Prior to the publication of any notice of redemption pursuant to this paragraph, the Issuer shall
deliver to the Trustee (x) a certificate signed by two directors of the Issuer stating that the obligation
referred to in (i) above cannot be avoided by the Issuer taking reasonable measures (not involving the
Issuer incurring material expenses) available to it and the Trustee shall be entitled to accept such
certificate as sufficient evidence of the satisfaction of the condition precedent set out in (ii) above in
which event it shall be conclusive and binding on the Bondholders; and (y) an opinion of independent
legal or tax advisors of recognised standing to the effect that the Issuer has or will become obliged
to pay such additional amounts as a result of such change or amendment and the Trustee shall be
entitled to accept such certificate and opinion as sufficient evidence thereof in which event it shall be
conclusive and binding on the Bondholders.

Upon the expiry of any such notice, the Issuer will be bound to redeem the Bonds at their Early
Redemption Amount on the date fixed for redemption.

(D) Redemption for Change of Control/De-Listing
Following the occurrence of a Relevant Event, the holder of each Bond will have the right at such
holder’s option, to require the Issuer to redeem all or some only of such holders’ Bonds on the

Relevant Event Put Date (as defined below) at the Early Redemption Amount. To exercise such right,
the holder of the relevant Bond must complete, sign and deposit at the specified office of any Paying
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with the Certificate evidencing the Bonds to be redeemed by not later than 60 days following a
Relevant Event, or, if later, 60 days following the date upon which notice thereof is given to
Bondholders by the Issuer in accordance with Condition 16. The “Relevant Event Put Date” shall be
the fourteenth day after the expiry of such period of 60 days as referred to above.

A Put E)i(ercise Notice, once delivered, shall be irrevocable and the Issuer shall redeem the Bonds
the subject of Put Exercise Notices delivered as aforesaid on the Relevant Event Put Date.

The Trustee shall not be required to take any steps to ascertain whether a Relevant Event or any
event which could lead to the occurrence of a Relevant Event has occurred.

The Issuer shall give notice to Bondholders in accordance with Condition 16 by not later than
14 days following the first day on which it becomes aware of the occurrence of a Relevant Event,
which notice shall specify the procedure for exercise by holders of their rights to require redemption
of the Bonds jpursuant to this Condition 8(D).

For the purposes of this Condition 8:
a “Change of Control” occurs when:

(i) any person or persons (other than one or more of the Existing Major Shareholders)
acting together acquires directly or indirectly a percentage of the voting rights of the
issued share capital of the Issuer that exceeds such percentage then held by the
Existing Major Shareholders collectively; or

(ii): the Issuer consolidates with or merges into or sells or transfers all or substantially all

~ of its assets to any other person, unless the consolidation, merger, sale or transfer will

not result in the other person or persons acquiring control over the Issuer or the
successor entity;

a “De-Listing” occurs when the Shares cease to be listed on the Hong Kong Stock Exchange
or an Alternative Stock Exchange that has been approved by the Trustee (but for the avoidance
of doubt, any temporary suspension of trading shall not be treated as cessation of listing, or as
being not admitted to trading);

“Exiisting Major Shareholders” means each of Horst Julius Pudwill and Roy Chi Ping Chung
and/or any of their respective associates (as defined in the Listing Rules) and/or any trusts
establishéd for the benefit of them and/or their immediate family members (“related trusts’™)
and/or companies controlled by them, their immediate family members or related trusts and such
companiés’ direct or indirect subsidiaries;

“control” means, in relation to an entity, the acquisition or holding of more than 50 per cent.
of the Vojting rights of the issued share capital of the relevant company or the right to appoint
and/or remove all or the majority of the members of the relevant company’s Board of Directors
or other governing body, whether obtained directly or indirectly, and whether obtained by
ownershfp of share capital, the possession of voting rights, contract or otherwise;

a “pﬂerson” includes any individual, company, corporation, firm, partnership, joint venture,
undertaking, association, organisation, trust, state or agency of a state (in each case whether or
not beingia separate legal entity) but does not include the Issuer’s Board of Directors or any other
governing board and does not include the Issuer’s wholly-owned direct or indirect subsidiaries;

“Relevant Event” occurs when there has been a Change of Control in the Issuer or a
De-Listing of the Issuer.
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On 8 July 2007 (the “Put Option Date”), the holder of each Bond will have the right at such
holder’s option, to require the Issuer to redeem all or some only of the Bonds held by such Bondholder
on the Put Option Date at 104.59 per cent. of their principal amount. To exercise such right, the holder
of the relevant Bond must complete, sign and deposit at the specified office of any Paying Agent a duly
completed and signed Put Exercise Notice in duplicate together with the Certificate evidencing the
Bonds to be redeemed not earlier than 60 days and not later than 30 days prior to the Put Option Date.

A Put Exercise Notice, once delivered, shall be irrevocable (and may not be withdrawn unless
the Issuer consents to such withdrawal in writing) and the Issuer will be bound to redeem the Bonds
the subject of Put Exercise Notices delivered as aforesaid in accordance with this Condition 8(E) on
the Put Option Date. For the avoidance of doubt, such put option may not be exercised at any time
after the Put Option Date.

(F) Early Redemption Amount

For the purposes of these Conditions, the “Early Redemption Amount” of each Bond means its
principal amount plus a premium rounded up to the nearest US cent, determined in accordance with
the following formula:

premium = US$1,000 x 7.758% x A/1800

where A is the actual number of days calculated on a 360 day basis of 12 months of 30 days each from,
and including, 8 July 2004 to, but excluding, the date on which the Bonds are redeemed, or as the case
may be, became due and payable in accordance with Condition 10.

References in these Conditions and in the Trust Deed to principal in respect of any Bond, shall,
where the context so permits, be deemed to include reference to any premium payable thereon.

(G) Purchases

The Issuer or any of its Subsidiaries may at any time and from time to time purchase Bonds at
any price in the open market or otherwise.

(H) Cancellation All

Bonds which are redeemed, converted or purchased by the Issuer or any of its Subsidiaries, will
forthwith be cancelled. Certificates in respect of all Bonds cancelled will be forwarded to or to the
order of the Registrar and such Bonds may not be reissued or resold.

() Redemption Notices

All redemption notices given to Bondholders by or on behalf of the Issuer pursuant to this
Condition 8 will specify (i) the redemption price, (ii) the Conversion Price as the date of the relevant
notice, (iii) the closing price (if any) of the Shares as at the latest practicable date prior to the
publication of the notice, (iv) the aggregate principal amount of the Bonds outstanding as at the latest
practicable date prior to the publication of the relevant notice, (v) the date fixed for redemption, (vi)
that on the date fixed for redemption, the redemption price of any Bond to be redeemed will become
due and payable and will be paid on and after such date, (vii) the place where Certificates are to be
surrendered and (viii) in the case of redemption pursuant to Condition §(B), the remaining principal
amount of Bonds outstanding after such redemption.
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All payments made by the Issuer under or in respect of the Trust Deed or the Bonds will be made
free from any }estriction or condition and be made without deduction or withholding for or on account
of any present or future taxes, duties, assessments or governmental charges of whatever nature
imposed or lef/icd by or on behalf of Hong Kong or any authority thereof or therein having power to
tax, unless deduction or withholding of such taxes, duties, assessments or governmental charges is
compelled by ilaw. In such event, the Issuer will pay such additional amounts as will result in the
receipt by the Bondholders of net amounts after such deduction or withholding equal to the amounts
which would otherwise have been receivable by them had no such deduction or withholding been
required except that no such additional amount shall be payable in respect of any Bond:

(i) to a holder (or to a third party on behalf of a holder) who is subject to such taxes, duties,
assessments or governmental charges in respect of such Bond by reason of his having some
connection with Hong Kong otherwise than merely by holding the Bond or by the receipt
of amounts in respect of the Bond or where the withholding or deduction could be avoided
by the holder making a declaration of non-residence or other similar claim for exemption
to the appropriate authority which such holder is legally capable and competent of making
but ifails to do S0; or

(i) (in 5the case of a payment of principal) if the Certificate in respect of such Bond is
surrlﬁendered more than 30 days after the relevant date except to the extent that the holder
would have been entitled to such additional amount on surrendering the relevant Certificate
for payment on the last day of such period of 30 days; or

(iii) where such withholding or deduction is imposed on a payment to an individual and is
required to be made pursuant to European Council Directive 2003/48/EC or any other
Eurepean Union Directive (a “Directive”) implementing the conclusions of the ECOFIN
Council Meeting of 26-27 November, 2000 on the taxation of savings income or any law
implementing or complying with, or introduced in order to conform to, such Directive; or

(iv) presented for payment by or on behalf of a Bondholder who would have been able to avoid
such withholding or deduction by presenting the relevant Bond to another Paying Agent in
a Member State of the European Union (the “EU”).

The Issue} has undertaken in the Trust Deed that, if the European Council Directive 2003/48/EC
or any other Directive implementing the conclusions of the ECOFIN Council meeting of November
26-27, 2000 is;‘brought into force, it will ensure that it maintains a paying agent in an EU Member
State that will jnot be obliged to withhold or deduct tax pursuant to the Savings Directive.

For the purposes hereof, “relevant date” means whichever is the later of (a) the date on which
such payment first becomes due and (b) if the full amount payable has not been received by the Trustee
or the Principai Agent on or prior to such due date, the date on which, the full amount having been
so received, notice to that effect shall have been given to the Bondholders and cheques despatched or
payment made.

References in these Conditions to principal shall be deemed also to refer to any additional

amounts which;may be payable under this Condition or any undertaking or covenant given in addition
thereto or in substitution therefor pursuant to the Trust Deed.
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The Trustee at its discretion may, and if so requested in writing by the holders of not less than
25 per cent. in principal amount of the Bonds then outstanding or if so directed by an Extraordinary
Resolution shall (subject, in each case, to being indemnified and/or secured by or on behalf of the
Bondholders to its satisfaction), give notice to the Issuer that the Bonds are, and they shall accordingly
thereby become, immediately due and payable at their Early Redemption Amount calculated on the
date that the Bonds are declared due and payable and determined in accordance with Condition 8(F)
(subject as provided below and without prejudice to the right of the Bondholders to exercise the
Conversion Right in respect of their Bonds in accordance with Condition 6), if:

(a)

(b)

(©)

(d)

(e)

()

the Issuer fails to pay the principal of or premium (if any) on any of the Bonds within 2
days from the due date for payment; or

the Issuer fails to give effect to a Conversion Right which has been exercised by a
Bondholder in accordance with the terms of these Conditions and such failure continues for
a period of 15 days; or

the Issuer defaults in the performance or observance of, or compliance with, any of its
obligations set out in the Bonds or the Trust Deed other than any obligation to pay the
principal of or premium (if any) on any of the Bonds or to give effect to the Conversion
Rights, and (except where the Trustee notifies in writing to the Issuer that such default is
not capable of remedy, when no such notice or grace period as mentioned below shall be
required) such default continues for a period of 21 days after notice of such default shall
have been given to the Issuer by the Trustee; or

any other bonds, notes, debentures, loan stock or other indebtedness for borrowed money
(hereinafter call “Indebtedness”) of the Issuer or any Principal Subsidiary (as defined
below) of the Issuer shall become payable prior to its or their stated maturity following an
event of default howsoever described, or any security given by the Issuer or any Principal
Subsidiary of the Issuer in respect of any Indebtedness becomes due or enforceable or any
Indebtedness is not paid when due, provided that the aggregate principal amount of
Indebtedness in respect of which any one or more of the events set out in this paragraph (d)
shall have occurred is at least US$10,000,000 (or its equivalent in any other currencies);
or

the Issuer or any Principal Subsidiary of the Issuer is or becomes insolvent or bankrupt or
unable to pay its debts as they fall due or takes any proceeding under any law for a
readjustment or deferment of its obligations or any part of them or makes or enters into a
general assignment or an arrangement or composition with or for the benefit of its creditors
or by reason of actual financial difficulties commences negotiations with its creditors
generally with a view to rescheduling any or all of its debts or proceedings for any of the
foregoing are initiated and are not discharged or stayed within a period of 30 days; or

an order of a court of competent jurisdiction is made or an effective resolution passed for
the winding-up or dissolution or administration of the Issuer or any Principal Subsidiary of
the Issuer or the Issuer or any Principal Subsidiary of the Issuer ceases or threatens to cease
to carry on all or substantially all of its business or the Issuer or any Principal Subsidiary
of the Issuer stops or threatens to stop payment (within, if applicable, the meaning of the
bankruptcy or insolvency law of any appropriate jurisdiction) of all or substantially all of
its debts or applies for or consents to or suffers the appointment of an administrator,
liquidator or receiver over the whole or a material part of the undertaking, property, assets
or revenues of the Issuer or any Principal Subsidiary of the Issuer, except for the purpose
of and followed by a reconstruction, amalgamation, reorganisation, merger or consolidation
(i) on terms approved by an Extraordinary Resolution of the Bondholders or (ii) in the case
of a Principal Subsidiary of the Issuer, whereby the undertaking and assets of such Principal
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Subsidiary of the Issuer or by way of a voluntary winding-up or dissolution where there are
sufplus assets in such Principal Subsidiary and such surplus assets attributable to the Issuer
and/or any other Subsidiary of the Issuer are distributed to the Issuer and/or any such other
Subsidiary of the Issuer; or

(g) (subject to equivalent grace periods) any event occurs which under the laws of any relevant
jurisdiction has an analogous effect to any of the events referred to in paragraphs (e) or (f)
or above; or

(h)y it 1s or becomes unlawful for the Issuer to perform or comply with any one or more of its
obligations under any of the Bonds or the Trust Deed; or

(i) an encumbrancer takes possession or an administrative or other receiver or an administrator
is appointed of the whole or any substantial part of the property, assets or revenues of the
Issf;ler or any of the Principal Subsidiaries (as the case may be) of the Issuer and is not
dis;harged within 30 days; or

(J) any step is taken by any person with a view to the seizure, compulsory acquisition,
exﬁropriation on nationalisation of all or a material part of the assets of the Issuer or any
of the Principal Subsidiaries of the Issuer; or

(k) an action, condition or thing (including the obtaining or effecting of any necessary consent,
approval, authorization, exemption, filing, licence, order, recording or registration) at any
time required to be taken, fulfilled or done by the Issuer or the its Subsidiaries in order (i)
to enable the Issuer lawfully to enter into, exercise its rights and perform and comply with
its obligations under the Bonds and the Trust Deed, (ii) to ensure that those obligations are
legally binding and enforceable and (iii) to make the Bonds and the Trust Deed admissible
in évidence in the courts of Hong Kong or the United Kingdom is not taken, fulfilled or
done,

provided that fin the case of any event other than those described in paragraphs (a), (b) or (h) above,
or to the extent that it applies to the Issuer, paragraphs (e) or (f) (or paragraph (g) above as it relates
to any of paragraphs (e) or (f) above), the Trustee shall have certified that in its opinion such event
is materially prejudicial to the interests of the Bondholders provided that if the Trustee is unable in
its sole discrétion to determine whether an event is materially prejudicial to the interests of the
Bondholders, it may call for and rely on a resolution of the Bondholders as to whether such event is
materially préjudicial to the interests of the Bondholders and further provided that it shall not be
bound to make any declaration unless it shall have been indemnified and/or secured to its satisfaction.
For the avoidance of doubt, Conversion Rights granted to Bondholders shall survive the occurrence
of an Event of Default.

For the purpose of these Conditions:
Foﬁ this purpose “Principal Subsidiary” means any Subsidiary:

(i) . whose revenues or (in the case of a Subsidiary which itself has Subsidiaries),
. consolidated revenues, are at least 10 per cent. of the consolidated revenues of the
Issuer and its Subsidiaries; or

(ii)i whose gross assets, or (in the case of a Subsidiary which itself has Subsidiaries) gross
! consolidated assets, exceed 10 per cent. of the consolidated gross assets of the Issuer
and its Subsidiaries; or
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consolidated profits before taxation and extraordinary items of the Issuer and its
Subsidiaries; or

(iv) to which is transferred the whole, or substantially the whole, of the assets and
undertaking of a Subsidiary which immediately prior to such transfer is a Principal
Subsidiary of the Issuer;

in each case as based on the then latest audited accounts {(consolidated where appropriate) of the
relevant Subsidiary and the then most recent audited consolidated accounts of the Issuer,
provided that, in relation to paragraphs (i) to (iii) above:

(I)  in the case of a corporation or other business entity becoming a Subsidiary after the
end of the financial period to which the latest consolidated audited accounts of the
Issuer relate, the reference to the then latest consolidated audited accounts of the
Issuer for the purposes of the calculation above shall, until consolidated audited
accounts of the Issuer for the financial period in which the relevant corporation or
other business entity becomes a Subsidiary are published, be deemed to be a reference
to the then latest consolidated audited accounts of the Issuer adjusted to consolidate
the latest audited accounts (consolidated in the case of a Subsidiary which itself has
Subsidiaries) of such Subsidiary in such accounts;

(IT) if at any relevant time in relation to the Issuer or any Subsidiary which itself has
Subsidiaries, no consolidated accounts are prepared and audited, gross assets of the
Issuer and/or any such Subsidiary shall be determined on the basis of pro forma
consolidated accounts prepared for this purpose by the Issuer and reviewed by the
Auditors (as defined in the Trust Deed) for the purposes of preparing a certificate
thereon to the Trustee;

(IIT) if at any relevant time in relation to any Subsidiary, no accounts are audited, its gross
assets (consolidated, if appropriate) shall be determined on the basis of pro forma
accounts (consolidated, if appropriate) of the relevant Subsidiary prepared for this
purpose by the Issuer and reviewed by the Auditors (as defined in the Trust Deed) for
the purposes of preparing a certificate thereon to the Trustee; and

(IV) if the accounts of any subsidiary (not being a Subsidiary referred to in proviso (I)
above) are not consolidated with those of the Issuer, then the determination of whether
or not such subsidiary is a Principal Subsidiary of the Issuer shall be based on a pro
forma consolidation of its accounts (consolidated, if appropriate) with the
consolidated accounts (determined on the basis of the foregoing) of the Issuer; or

in relation to (iv) above, provided that the Principal Subsidiary of the Issuer which so transfers
its assets shall forthwith upon such transfer cease to be a Principal Subsidiary of the Issuer and
the Subsidiary to which the assets are so transferred shall become a Principal Subsidiary of the
Issuer at the date on which the first published audited accounts (consolidated, if appropriate) of
the Issuer prepared as of a date later than such transfer are issued, unless such Subsidiary would
continue to be a Principal Subsidiary of the Issuer on the basis of such accounts by virtue of the
provisions of paragraph (i), (ii) or (iii) above.

In addition, any Subsidiary which is not itself a Principal Subsidiary of the Issuer shall
nevertheless be treated as a Principal Subsidiary of the Issuer for the purposes of sub-paragraphs
(d) to (g) of this Condition if the revenues, profits or gross assets attributable to such Subsidiary
when aggregated with the revenues, profits or gross assets attributable to any other Subsidiary
which is not itself a Principal Subsidiary of the Issuer and with respect to which any of the events
referred to in paragraphs (d) to (g) of this Condition (disregarding the necessity for any opinion,
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revenueé, consolidated gross assets or consolidated profits before taxation and extraordinary
items of the Issuer and its Subsidiaries attributable to holders of Shares.

A report by the Auditors of the Issuer that, in their opinion, a Subsidiary is or is not, or was
or was hot, a Principal Subsidiary of the Issuer shall, in the absence of manifest error, be
conclusive and binding on all parties.

“Subsidiary” means, in relation to any person, any company or other business entity of
which that person owns or controls (either directly or through one or more other Subsidiaries)
more than 50 per cent. of the issued share capital or other ownership interest having ordinary
voting power to elect directors, managers or trustees of such company or other business entity
or any éompany or other business entity which at any time has its accounts consolidated with
those of that person or which, under Hong Kong law or regulations or generally accepted
accounting principles in Hong Kong from time to time, should have its accounts consolidated
with those of that person; provided that “Subsidiary” shall not include any company established
for the sole purpose of a securitisation, secured limited recourse financing or project finance
transaction originated by the Issuer or a Subsidiary of the Issuer in respect of which there is no
recourse to the Issuer or any Subsidiary of the Issuer.

11. PRESCRIPTION

Claims in respect of amounts due in respect of the Bonds will become prescribed unless made
within 10 years (in the case of principal and premium) and five years (in the case of default interest)(if
any) from the relevant date (as defined in Condition 10) in respect thereof.

12. ENFORCEMENT

At any itime after the Bonds have become due and repayable, the Trustee may, at its sole
discretion anc?;i without further notice, take such proceedings against the Issuer as it may think fit to
enforce repayment of the Bonds and to enforce the provisions of the Trust Deed, but it will not be
bound to take!any such proceedings unless (a) it shall have been so requested in writing by the holders
of not less than 25 per cent. in principal amount of the Bonds then outstanding or shall have been so
directed by an Extraordinary Resolution of the Bondholders and (b) it shall have been indemnified
and/or secured to its satisfaction. No Bondholder will be entitled to proceed directly against the Issuer
unless the Trustee, having become bound to do so, fails to do so within a reasonable period and such
failure shall be continuing.

13. MEETINGS OF BONDHOLDERS, MODIFICATION, WAIVER AND SUBSTITUTION
(A) Meetings

The Trust Deed contains provisions for convening meetings of Bondholders to consider any
matter affecting their interests, including the sanctioning by Extraordinary Resolution of a
modification of the Bonds or the provisions of the Trust Deed. The quorum at any such meeting for
passing an Extraordinary Resolution will be two or more persons holding or representing over 50 per
cent. in prinéipal amount of the Bonds for the time being outstanding or, at any adjourned such
meeting, two or more persons being or representing Bondholders whatever the principal amount of the
Bonds so held or represented unless the business of such meeting includes consideration of proposals,
inter alia, (i)ito modify the due date for any payment in respect of the Bonds, (ii) to reduce or cancel
the amount of principal, premium or Equivalent Amount or the rate of interest payable in respect of
the Bonds, (iii) to change the currency of payment of the Bonds, (iv) to modify or cancel the
Conversion Rlights or (v) to modify the provisions concerning the quorum required at any meeting of
the Bondholders or the majority required to pass an Extraordinary Resolution, in which case the
necessary quorum for passing an Extraordinary Resolution will be two or more persons holding or
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at any meeting of Bondholders will be binding on all Bondholders, whether or not they are present at
the meeting. The Trust Deed provides that a written resolution signed by or on behalf of the holders
of not less than 90 per cent. of the aggregate principal amount of Bonds outstanding shall be as valid
and effective as a duly passed Extraordinary Resolution.

(B) Modification and Waiver

The Trustee may agree, without the consent of the Bondholders, to (i) any modification (except
as mentioned in Condition 13(A) above) to, or the waiver or authorisation of any breach or proposed
breach of, the Bonds, the Agency Agreement or the Trust Deed which is not, in the opinion of the
Trustee, materially prejudicial to the interests of the Bondholders or (ii) any modification to the Bonds
or the Trust Deed which, in the Trustee’s opinion, is of a formal, minor or technical nature or to correct
a manifest error or to comply with mandatory provisions of law. Any such modification, waiver or
authorisation will be binding on the Bondholders and, unless the Trustee agrees otherwise, any such
modifications will be notified by the Issuer to the Bondholders as soon as practicable thereafter in
accordance with Condition 16.

(C) Substitution

The Trust Deed contains provisions permitting the Trustee to agree, subject to such amendment
of the Trust Deed and such other conditions as the Trustee may require, but without the consent of the
Bondholders, to the substitution of any other company in place of the Issuer, or of any previous
substituted company, as principal debtor under the Trust Deed and the Bonds.

(D) Interests of Bondholders

In connection with the exercise of its functions (including but not limited to those in relation to
any proposed modification, authorisation, waiver or substitution) the Trustee shall have regard to the
interests of the Bondholders as a class and shall not have regard to the consequences of such exercise
for individual Bondholders and the Trustee shall not be entitled to require, nor shall any Bondholder
be entitled to claim, from the Issuer or the Trustee, any indemnification or payment in respect of any
tax consequences of any such exercise upon individual Bondholders except to the extent provided for
in Condition 9 and/or any undertakings given in addition thereto or in substitution therefor pursuant
to the Trust Deed.

In the event of the passing of an Extraordinary Resolution in accordance with Condition 13(A)
or a substitution in accordance with Condition 13(C), the Issuer will procure that (i) the Bondholders
shall be notified in accordance with Condition 16, (ii) the Hong Kong Stock Exchange shall be
notified; and (iii) all relevant requirements of the Hong Kong Stock Exchange shall be complied with
(including the preparation of any supplemental listing particulars, if necessary).

14. REPLACEMENT OF CERTIFICATES

If any Certificate is mutilated, defaced, destroyed, stolen or lost, it may be replaced at the
specified office of the Registrar or any Agent upon payment by the claimant of such costs as may be
incurred in connection therewith and on such terms as to evidence and indemnity as the Issuer and
such Agent may reasonably require. Mutilated or defaced Certificates must be surrendered before
replacements will be issued.
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The Issuer may from time to time, without the consent of the Bondholders, create and issue
further bonds having the same terms and conditions as the Bonds in all respects (except for the issue
date, issue price and to the extent necessary, certain temporary securities law transfer restrictions) and
so that such further issue shall be consolidated and form a single series with the Bonds. Such further
bonds may, with the consent of the Trustee, be constituted by a deed supplemental to the Trust Deed.

16. NOTICES

All notices to Bondholders shall be validly given if mailed to them at their respective addresses
in the registef of Bondholders maintained by the Registrar or, published in a leading newspaper having
general circuiation in Asia (which is expected to be the Asian Wall Street Journal) and, so long as the
Bonds are listed on the Hong Kong Stock Exchange and the rules so require, published in a leading
newspaper hdving general circulation in Hong Kong (which is expected to be the South China Morning
Post). Any su:ch notice shall be deemed to have been given on the later of the date of such publication
and the seventh day after being so mailed, as the case may be.

17. AGENTS

The names of the initial Agents and the Registrar and their specified offices are set out below.
The Issuer reserves the right, subject to the prior written approval of the Trustee, at any time to vary
or terminate the appointment of any Agent or the Registrar and to appoint additional or other Agents
ora replacem}ent Registrar. The Issuer will at all times maintain (a) a Principal Agent, (b) a Registrar
which will maintain the register of Bondholders outside Hong Kong and the United Kingdom and (c)
a Paying Agent (which may be the Principal Agent) with a specified office in a European Union
member state that will not be obliged to withhold or deduct tax pursuant to any European Union
Directive on|the taxation of savings income implementing the provisions of the ECOFIN Council
Meeting of 26th -27th November 2000 or any law implementing or complying with, or introduced in
order to conform, to such Directive. Notice of any such termination or appointment, of any changes
in the speciﬁéd offices of any Agent or the Registrar and of any change in the identity of the Registrar
or the Principal Agent will be given promptly by the Issuer to the Bondholders and in any event not
less than 45 days’ notice will be given. The Agents shall act solely as agents of the Issuer and will
not thereby assume any obligation towards or relationship of agency or trust to the Bondholders.

18. INDEMNIFICATION

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility, including provisions relieving it from taking proceedings to enforce repayment unless
indemnified and/or secured to its satisfaction. The Trustee is entitled to enter into business
transactions with the Issuer and any entity related to the Issuer.

Any certificate or report of the auditors, accountants or advisers of the Issuer or of any other
person called/for by or provided to the Trustee (whether or not addressed to the Trustee) in accordance
with or for the purposes of these Conditions may be relied upon by the Trustee as sufficient and
conclusive evidence of the facts stated therein notwithstanding that such certificate or report and/or
any engagement letter or other document entered into by the Trustee in connection therewith contains
a monetary or other limit on the liability of such persons in respect thereof.
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The US dollar is the sole currency of account and payment for all sums payable by the Issuer
under or in connection with the Bonds including damages. Any amount received or recovered in a
currency other than US dollars (whether as a result of, or as a result of the enforcement of, a judgment
or order of a court of any jurisdiction, in the winding up or dissolution of the Issuer or otherwise) by
the Trustee or any Bondholder in respect of any sum expressed to be due to it from the Issuer under
or in connection with the Bonds will only constitute a discharge to the Issuer to the extent of the US
dollar amount which the recipient is able to purchase with the amount so received or recovered in'that
other currency on the date of that receipt or recovery (or, if it is not practicable to make that purchase
on that date, on the first date on which it is practicable to do so). If that US dollar amount is less than
the US dollar amount expressed to be due to the recipient under any Bond or the Trust Deed, the Issuer
shall indemnify it against any loss sustained by it as a result. In any event, the Issuer shall indemnify
the recipient against the cost of making any such purchase.

For the purpose of this Condition, it will be sufficient for the Trustee or the Bondholder to
demonstrate that it would have suffered a loss had an actual purchase been made. These indemnities
constitute a separate and independent obligation from the other obligations of the Issuer, shall give
rise to a separate and independent cause of action, shall apply irrespective of any indulgence granted
by any Bondholder and shall continue in full force and effect despite any other judgment, order, claim
or proof for a liquidated amount in respect of any sum due under any Bond or any other judgment or
other.

20. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any term or condition of this Bond under the Contracts
(Rights of Third Parties) Act 1999.

21. GOVERNING LAW

The Bonds, the Trust Deed and the Agency Agreement are governed by, and shall be construed
in accordance with, the laws of England. In relation to any legal action or proceedings arising out of
or in connection with the Trust Deed or the Bonds, the Issuer has in the Trust Deed irrevocably
submitted to the courts of England and in relation thereto has appointed Ryobi Technologies (UK) Ltd.
at Anvil House, Tuns Lane, Henley-on-Thames, Oxfordshire RG9 1SA, as its agent for service of
process in England.
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The Global Certificate contains provisions which apply to the Bonds in respect of which the
Global Certificate is issued, some of which modify the effect of the terms and conditions of the Bonds
(the “Conditions” or the “Terms & Conditions”) set out in this Offering Circular. Terms defined in
the Conditions have the same meaning in the paragraphs below. The following is a summary of those

provisions:
Meetings

The regi}stered holder of the Global Certificate will be treated as being two persons for the
purposes of arl;y quorum requirements of a meeting of Bondholders and, at any such meeting, as having
one vote in respect of each US$1,000 in principal amount of Bonds for which the Global Certificate
is issued. The 'Trustee may allow a person with an interest in the Bonds in respect of which the Global
Certificate has been issued to attend and speak at a meeting of Bondholders on appropriate proof of
his identity aﬁd interest.

Cancellation

Cancella;tion of any Bond by the Issuer following its redemption, conversion or purchase by the
Issuer will b§3 effected by a reduction in the principal amount of the Bonds in the register of
Bondholders.

Trustee’s Powers

In considering the interests of Bondholders while the Global Certificate is registered in the name
of a nominee :for a clearing system, the Trustee may, to the extent it considers it appropriate to do so
in the circumstances, (a) have regard to any information as may have been made available to it by or
on behalf of tlje relevant clearing system or its operator as to the identity of its accountholders (either
individually or by way of category) with entitlements in respect of the Bonds and (b) consider such
interests on the basis that such accountholders were the holders of the Bonds in respect of which the
Global Certificate is issued.

Conversion

Subject to the requirements of Euroclear and Clearstream (or any Alternative Clearing System),
the Conversion Rights attaching to the Bonds in respect of which the Global Certificate is issued may
be exercised by the presentation thereof to or to the order of the Principal Agent of one or more
Conversion Notices duly completed by or on behalf of a holder of a book-entry interest in such Bonds.
Deposit of the Global Certificate with the Principal Agent together with the relevant Conversion
Notice(s) shali not be required. The exercise of the Conversion Right shall be notified by the Principal
Agent to the Registrar and the holder of the Global Certificate.

Payment

Paymentg of principal, interest and premium (if any) in respect of Bonds represented by the
Global Certificate will be made without presentation or if no further payment falls to be made in
respect of the|Bonds, against presentation and surrender of the Global Certificate to or to the order
of the Principal Agent or such other Paying Agent as shall have been notified to the Bondholders for
such purpose.
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So long as the Bonds are represented by the Global Certificate and the Global Certificate is held
on behalf of Euroclear or Clearstream or the Alternative Clearing System, notices to Bondholders may
be given by delivery of the relevant notice to Euroclear or Clearstream or the Alternative Clearing
System, for communication by it to entitled accountholders in substitution for notification as required
by the Conditions.

Bondholder’s Redemption

The Bondholder’s redemption option in Condition 8(D) and 8(E) may be exercised by the holder
of the Global Certificate giving notice to the Principal Agent of the principal amount of Bonds in
respect of which the option is exercised and presenting the Global Certificate for endorsement or
exercise within the time limits specified in those Conditions.

Registration of Title

Certificates in definitive form for individual holdings of Bonds will not be issued in exchange
for interests in Bonds in respect of which the Global Certificate is issued, except if either Euroclear
or Clearstream (or any Alternative Clearing System on behalf of which the Bonds evidenced by the
Global Certificate may be held) is closed for business for a continuous period of 14 days (other than
by reason of holidays, statutory or otherwise) or announces an intention permanently to cease business
or does in fact do so.

Transfers

Transfers of interests in the Bonds will be effected through the records of Euroclear and
Clearstream and their respective participants in accordance with the rules and procedures of Euroclear
and Clearstream and their respective direct and indirect participants.

Enforcement

For the purposes of enforcement of the provisions of the Trust Deed against the Trustee, the
persons named in a certificate of the holder of the Bonds in respect of which the Global Certificate
is issued shall be recognised as the beneficiaries of the trust set out in the Trust Deed, to the extent
of the principal amount of their interest in the Bonds set out in the certificate of the holder, as if they
were themselves the holders of Bonds in such principal amounts.
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The net proceeds from the issue of the Bonds (after deduction of commission and expenses) are
approximately' US$137,550,000 (approximately HK$1,072,078,455) and are presently intended to be
used by the Issuer as to 50% for general corporate requirements and as to 50% for working capital
purposes including financing possible acquisitions should suitable opportunities arise in the future.
The Issuer has/not entered into any agreement in relation to any such possible acquisitions nor has the
Issuer committed itself to any exclusive negotiations with any third party which will lead to the
conclusion of such agreement up to the date of this Offering Circular.
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Capitalisation and Indebtedness of the Group

As at 31 December 2003, the authorised share capital of the Issuer was HK$160,000,000 divided
into 800,000,000 ordinary shares of HK$0.20 par value each and its issued share capital was
HK$132,497,365 consisting of 662,486,826 ordinary shares of HK3$0.20 par value each.

On 28 May 2004, ordinary resolutions were passed by the shareholders of the Issuer to approve
(i) the increase (the “Increase”) in the authorised share capital of the Issuer to HK$240,000,000; and
(ii) the subdivision ( the “Subdivision”) of each and every issued and unissued share of HK$0.20 in
the authorised share capital of the Issuer into two ordinary shares of HK$0.10 each. The Increase and
the Subdivision became effective on 28 and 31 May 2004 respectively.

Upon the Increase and the Subdivision becoming effective, the authorised share capital of the
Issuer was HK$240,000,000 divided into 2,400,000,000 ordinary shares of HK$0.10 each and as at 28
May 2004, its issued share capital was HK$133,096,365.20 consisting of 665,481,826 ordinary shares
of HK$0.20 par value (or 1,330,963,652 ordinary shares of HK$0.10 par value upon the Subdivision
becoming effective on 31 May 2004).

The following table sets forth the consolidated capitalisation and indebtedness of the Group as
at 31 December 2003 and as adjusted as at 31 December 2003 to give effect to the issue of the Bonds:

The Group
As at
31 December As adjusted as at
2003 31 December 2003

(in HK$ million) (in HKS million) {in US$ million)
Short-term borrowings

Secured . ........ ... ... 6 6 1

Unsecured . .. ... ... .. 492 492 63
Total short-term borrowings . .............. 498 498 64
Long-term borrowings

Unsecured . . ... i 1,348 1,348 173

The Bonds to beissued . . ............... — 1,092 140
Total long-term borrowings ............... 1,348 2,440 313
Shareholders’ equity

Share capital . ....... .. ... ... ... .. .. 132 132 17

Reserves . ... oo 2,380 2,380 305

Shareholders” funds. ... ................ 2,512 2,512 322
Minority interests . . ... ...... ... ... .. ... 46 46 6
Total capitalisation © . ... ... ... ... .. .. 3,906 4,998 641

Total short-term borrowings and
capitalisation . ... ............ .. .. ..., 4,404 5,496 705

Note:
(1)  Total capitalisation represents the sum of long-term borrowings, minority interests and shareholders’ funds.

Assuming full conversion of the Bonds at the initial Conversion Price of HK$16.56 per share at
the Fixed Rate (as defined in the Terms and Conditions of the Bonds), the Bonds will be convertible

into approximately 65,922,584 shares at a par value of HK$0.10 each.

There has been no material change in the capitalisation of the Group since 31 December 2003.
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Overview

Founded in 1985, TTI is a world-leading manufacturer of innovative home improvement power
tools and outdoor products, floor care appliances and electronic measuring products. TTI
manufactures and sells its products under its own internationally recognised leading brands, namely:

° Ryobi® - power tools and outdoor power products
L] Homelite® - outdoor lawn and garden power products
] VAX® - floor care appliances

. Regina® - floor care appliances

L4 Roy§a1® - floor care appliances
®  Dirt Devil® - floor care appliances

TTI alsoi manufactures products on a private label basis to reputable innovative brand name
customers such as Sears’ Craftsman® and RIDGID® series.

TTI initiejllly began as an OEM for some of the best-known names in the power tool industry such
as Ryobi, Bosch and Sears. TTI subsequently expanded its capabilities into product design and
development to become an ODM and further evolved into an OBM when it acquired Ryobi’s North
American power tool products business in August 2000. TTI made further steps towards its vision of
becoming a glpbal OBM when it acquired Ryobi’s power tool products business in Europe, Australia
and New Zealand in August 2001 and February 2002, respectively. In November 2001, TTI expanded
into the consumer outdoor products business with the acquisition of Homelite. It recently further
expanded its outdoor products business by acquiring Ryobi’s outdoor products brand licence in North
America in January 2004. TTI is now the exclusive holder of the Ryobi brand licence for both power
tools, floor care and outdoor power equipment in North America, Europe, Australia and New Zealand.
TTI entered the floor care business by acquiring VAX in September 1999. It subsequently expanded
its floor care business with the acquisition of the Regina brand in early 2003 and Royal in April 2003.
The Royal accjuisition brought into the TTI floor care portfolio the Dirt Devil and Royal brands.
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Note:

(1)  For a detailed summary of the principal subsidiaries of the Group, please refer to “Operating Subsidiaries” on page 60.

Headquartered in Hong Kong, TTI’s principal manufacturing plants are located in the PRC with
additional production facilities in North America. In-house research and marketing centers are located
in Hong Kong, the US, the UK, Germany and other countries. TTI currently employs more than 16,000
people world-wide. TTI has been listed on the Hong Kong Stock Exchange since 1990. As of 2 July
2004, TTI had a market capitalization of US$2,152,224,366 based on 1,336,625,652 Shares.

TTI has received various awards and accclades from its customers and the Hong Kong business
community over the past few years, including:

L Named by Asiamoney as one of the “Best Small Companies” and one of the “Overall Best
Investor Relations’ Companies” in 2003

] “Partner of the Year” from the Hardware Department of the Canadian arm of The Home
Depot, Inc. (“The Home Depot”) in 2003

° “Partner of the Year” from the Hardware Department of the US arm of The Home Depot in
2003

] “Bullseye Award for Excellence” from the Target Corp in 2003
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L “Inﬁ“ovator of the Year” from The Home Depot in October 2002 for TTI's Ryobi line of
products

L “Partners in Progress Award” from Sears for 14 consecutive years since 1988, in
recognition of excellence in delivery, product marketability and product quality

] “International Award” from the SCMP/DHL Hong Kong Business Awards 2001

The “International Award” is one of the most prestigious awards received by TTI to date, and
represents onelof the highest accolades in Hong Kong’s business circles. To achieve this award, TTI
had to demonstrate, throughout the five years prior to receiving this award, that TTI penetrated new
markets or substantially increased its presence successfully overseas, thereby enhancing Hong Kong’s
international corporate reputation.

Competitive Strengths
TTI believes that its principal competitive strengths are its:

®  Low-cost, high quality and flexible production in the PRC. TTI is one of the lowest-cost
manufacturers of power tools in the world and the largest OEM for power tools in Asia, with
more than 90% of production based in Dongguan, PRC. TTI continues to manage costs by
sourcing components and materials from its Asian suppliers for manufacture and assembly
at its facilities in the PRC. Compared with manufacturers based in North America, Europe
and Japan, TTI enjoys a significant cost advantage as, whilst the production process is
relatively labour-intensive, labour costs in the PRC are low and TTI is able to make use of
temporary labour to satisfy seasonal fluctuations in the demand for its products. TTI stands
out even against competitors who also manufacture in the PRC or other low cost countries
withi its economies of scale, depth of engineering and design capability and a flexible
production process. Leveraging its low-cost production in the PRC, TTI has been able to
posifion its Ryobi brand power tools and Homelite brand outdoor equipment with attractive
pricés relative to key competitors. TTI has begun construction of a major new
manufacturing and research and development complex close to its existing facilities in
southern parts of the PRC. Upon completion of the project, TTI believes that it will increase
its capacity by more than 65%, enabling it to meet the research and development,
engiheering and production needs of its branded businesses and OEM clients in the most
cost ieffective manner,

] Strong relationship with reputable customers. The Group has built up a solid and reputable
customer base which includes brand names such as Hoover, Rubbermaid and Procter &
Gamble. In 2001, TTI signed a long term supply agreement with The Home Depot, the
largést home improvement retailer in the US with over 1,750 stores across North America
to distribute Ryobi brand power tools. This has enabled TTI to gain easy access to market
and also to leverage The Home Depot’s marketing and promotion efforts. On 3 July 2003,
TTI partnered with The Home Depot to manufacture and supply a range of professional
gradé power tools under the RIDGID brand. The products are currently only available in
The Home Depot. Launched only in the final quarter of 2003, the RIDGID line made a
signi‘lﬁcant sales contribution to the Group. TTI believes that such exclusive arrangements
will continue to underpin the high growth seen since 2000. TTI believes that its ability to
satisfy the needs of its customers has contributed to its ability to maintain a reputable
customer base. It also believes that its solid customer base and good customer relationships
has ﬁ)rovided a concrete foundation for the Group to expand its existing business and to
develop more advanced products.
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quality products is enhanced by its strong relationships with its retail partners. TTI stands
out as a strong OEM/ODM in the power tool and outdoor equipment and floor care product
market in North America, Europe and Asia Pacific region. TTI believes that its solid track
records with its retail partners would make TTI a supplier of choice during periods of
aggressive supplier consolidation.

Acquisition and integration of key brands. Over the years, TTI has transformed itself from
an OEM/ODM for major brands to a major branded power tool, outdoor equipment and
floor care product supplier. While the majority of TTI's growth has been organic, TTI has
seized opportunities over the past two years to acquire strategic assets, enhancing its
manufacturing platform and global branding strategy. With the acquisitions of VAX, Ryobi,
Homelite, Royal, Regina and Dirt Devil, TTI has been able to offer products from the
consumer low end to the professional segments and with significant market presence in the
key markets of North America, Europe and Australasia. As a result, own and licensed brand
sales increased from 28% of total sales in 2001 to 68% in 2003.

Focus on design and development. TTI believes that its success as an OEM/ODM has been
driven by its focus on research and development and cross-utilisation of its core
technologies and patented intellectual property such as the introduction of Royal’s bagless
technology with VAX in 2003. This has enabled VAX to introduce a new range of upright
vacuums into the United Kingdom and Australasia resulting in an immediate increase in
sales in the floor care business of the Group in 2003. TTI operates a combination of
research and development centres in its end markets such as the US, United Kingdom and
the PRC. This provides it with close proximity to end customer demands and enables TTI
to quickly develop innovative features that reflect and aspire to the demands of local end
consumers. The research and development centre in the PRC focuses on the improvement
in quality of such innovative features and the reduction of overall costs of the
manufacturing process. The expansion of the Group’s facilities that has commenced in the
PRC will enable the Group to increase efficiencies and synergies by housing an engineering
and operations centre in one location and further meet the research and development needs
of its branded business and OEM clients.

Competitive pricing and product range. TTI works closely with its customers in
developing its pricing strategy and in the design and production of its product range. This
means that it can launch new products with a degree of certainty that they will be accepted
by the market. This strategy has helped the Group to gain its market share.

Long-standing relationship with suppliers and advantages of mass procuremeni. The vast
majority of TTI’s suppliers are located in close proximity to TTI’s own production centre
in the PRC. This, in combination with its increased scale over the last few years, provides
TTI with substantial procurement benefits compared to most of its competitors whose
production facilities are more spread out over the world. TTI has developed long-standing
relationships with its key suppliers whilst maintaining a multi-sourcing strategy. Based on
TTI’s knowledge of and close cooperation with its key suppliers, TTI has provided its
suppliers with product specifications that fit their manufacturing capabilities so that its
suppliers can produce in a more cost efficient manner.

51




TTI’s objectives are to (i) further strengthen its position as a leading global player in its existing
key markets, (ii) leverage its strengths by expanding into new products and brands, such as its recently
acquired RyoBi license for outdoor products in North America and (iii) selectively enter new markets
in particular, Europe. Key elements of TTD’s strategy for achieving these objectives include:

. Cor;fttinue to focus on new product development and marketing. New product development
and marketing remain the key growth drivers of TTI’s business. In fiscal 2003, TTI spent
approximately US$34.4 million on research and development, representing approximately
2% of TTI’s consolidated turnover. TTI intends to maintain a continuous flow of new
products in order to grow market share. TTI works closely with The Home Depot and other
retdilers to optimise product offerings and packaging. New product development efforts
will be focused on: i) the replacement of outdated product designs, ii) development of
innovative features that will keep TTI ahead of its competitors and iii) improvement in
quality while reducing overall costs. TTI will strive to strengthen its position as a top player
in i‘,ts industry. The Group is focused on increasing the value of its brands by introducing
a wider range of products and product innovations and further expanding consumer
recégnition. The Group plans to maximise synergies in logistics, marketing and sales to
capitalise on the powerful Ryobi brand covering now both power tools and outdoor power
equipment. TTI plans to further increase consumer recognition through several initiatives
such as the establishment of its own in-store sales and service teams in North America.
These teams serve to educate customers and promote TTI's products, leading to a
longer-lasting and more positive impression.

®  Further strengthen its close relationship with key customers. TTI intends to further
strehgthen its close relationships with key customers so that they will continue to consider
the IGroup as an integral partner in their business. TTI aims to retain its customers’
preferred OEM or ODM partners by jointly developing engineering solutions to meet their
requirements. TTI also seeks to shorten time-to-market. TTI intends to further strengthen
its éxtensive quality assurance and testing program, which it believes will ensure that its
engineering solutions are translated into reliable products. TTI also plans to further
enhance its after-sales service and support by establishing regional centers. TTI believes
that! its focus on its engineering capability, extensive quality assurance and responsive
after-sales support will continue to be significant factors in its ability to maintain close
relationship with its customers. During 2003, in North America, TTI established its own
in-store sales and service teams to serve its customers better. TTI also consolidated its
distribution centres to optimise the logistic operations in the US, resulting in a quicker
turnéround time and lower costs.

L Expéznd its production capacities in the PRC and maintain cost efficiency and production
quality. TTI intends to continue to invest in its PRC factories and expand its production
capacity in order to cope with the Group’s business growth. The Group will continue to
transfer production to its facilities in the PRC and raise the proportion of materials and
components sourced in Asia. The Group will continue to look for improvements in cost
effidiency and production quality, such as the use of flexible assembly lines, whereby it can
optitnise the mix of labour and selective automation. It will continuously look for
opportunities to improve its manufacturing process, including the co-operation with its key
suppliers. TTI has begun construction of a major new manufacturing and research and
deve“,lopment complex close to its existing facilities in southern parts of the PRC. Upon
combletion of the project, TTI believes that it will increase its capacity by more than 65%,
enablling it to meet the research and development, engineering and production needs of its
bran@ed businesses and OEM clients in the most cost effective manner. TTI believes that
the increased capacity will enable it to capitalise on its strength of low cost and high quality
production in the PRC.




Business

continue to expand the depth of its product development resources by strengthening its
research and development and engineering teams globally. TTI has invested in extensive
testing and regulatory laboratories in the US, Hong Kong and the PRC. With these testing
facilities in place and running efficiently, the Group is able to shorten concept testing,
product verification and regulatory approvals, which in turn results in faster market
penetration. TTI is confident that its product innovation programs will continue to deliver
products that satisfy the expectations of end-users and contribute to the Group’s profitable
growth. TTI is also looking into more applications for the production rights of its
petrol-driven engines which meets the toughest emissions standards in the US, including

California.

Selective expansion into other markets. TTI is monitoring the possibility of enterin